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Long Awaited 
Pension Trust 
Regulations Issued 


Cover 44 Pages—Integra- 
tion of Benefits with Social 
Security Stressed 


(Text of pension trust regulations com- 
mences on page 2.) 


WASHINGTON—Internal Revenue 
regulations under the pension trust pro- 
visions of the Revenue Act of 1942 were 
signed and issued at the Treasury De- 
partment last week. They set forth re- 
quirements that must be met by em- 
ployes’ pension, stock bonus and profit- 
sharing plans if trusts are embodied in 
these plans, if they are to acquire pref- 
erential treatment under the income tax 
law. The regulations cover 44 type- 
written pages. 

A feature of the regulations, covered 
in two of their sections, deals with .inte- 
gration with the social security system 
of plans which exclude employes earn- 
ing $3,000 or less. The basic rule is 
adopted that such plans must be inte- 
grated with social security in such man- 
ner that the total benefits received by 
employes covered will not be propor- 
tionately greater than the benefits de- 
rived under the social security act by 
employes earning $3,000 or less. 

In connection with publication of the 
regulations, Internal Revenue Commis- 
sioner Guy T, Helvering made the fol- 
lowing statement: 

“The Revenue Act of 1942 effected 
very substantial amendments to the in- 
come tax law relating to employes’ pen- 
sion, stock bonus and _ profit-sharing 
trusts forming part of plans for the ben- 
efit of employes. If the plans meet spec- 
ified statutory requirements the trust in- 
come is exempt from tax. In addition, 
an employer’s contributions to the trust, 
up to the full amount permitted by the 
law, are deductible in computing his 
own income tax liability for the year in 
which they are made, but such amounts 
are not required to be included in the 
taxable incomes of the employes until 
ultimately distributed to them. 


Amounts and Allocation 


“The statutory requirements upon 
which this favorable tax treatment is 
conditioned relate both to the amounts 
which may be contributed by an em- 
ployer and to the allocation and distri- 
bution of the contributions and benefits 
to the employes. Important among 
these limitations are the provisions (1) 
that the trust seeking exemption must 
be part of a plan for the exclusive bene- 
fit of the employes; (2) that the plan 
must cover a fixed high percentage of 
the total employes, or, in the alterna- 
tive, that it must embody a classifica- 
tion of employes which is determined 
by the commissioner. of internal revenue 
not to discriminate in favor of officers, 
stockholders, supervisory or highly 
compensated employees, and (3) that 
the employer contributions and em- 
ploye benefits must also not discrimi- 
nate in favor of those classes of em- 
ployes above specified. 

“The subject of employes’ trusts gen- 
erally and, more particularly, the ques- 
tion of the forbidden discriminations 
have raised many complex and involved 
problems which have occupied the at- 
tention of the Treasury Department for 

(CONTINUED ON PAGE 24) 


Study Significance of 
New Pension Trust Rules 


Commissioner Is Given 
Much Latitude; His Author- 
ity Open to Question 


NEW YORK—The new pension trust 
regulations make it clear that a plan, 
even though meeting the statutory re- 
quirement of 70% participation, may be 
ruled out if the commissioner decides 
that it discriminates in favor of execu- 
tives, stockholders, or highly paid 
employes, the Research Institute of 
America points out in its business and 
legislation report to members this week. 
The institute will shortly issue a com- 
plete 64 page analysis of the regulations, 
which also cover profit sharing trusts. 

Another point to which the institute 
calls particular attention is that plans 
will be subject to periodic review to 
see that they continue to merit the com- 
missioner’s approval. This is extremely 
important because a plan may start out 
with the bureau’s blessing and after five 
years or so it may turn out that the 
corporation’s circumstances are such that 
the effect of the plan is to benefit mainly 
the top few. 

The commissioner could then revoke 
his approval and if convinced that the 
plan was not set up in good faith in the 
first place but was merely a dodge to 
benefit the favored few he can assess 
back taxes by disallowing the deduc- 
tion for the years that the plan was in 
effect. He could even proceed against 
such a corporation for fraud. 

There is plenty of room for doubt 
that the commissioner has the legal 
power to disallow a plan which meets 
the requirements. These are that at 

(CONTINUED ON PAGE 12) 





Raise Many Questions 
on New Regulations 





Lawyers and others that have had an 
opportunity to study the pension trust 
regulations have not, however, had time 
to reach mature conclusions on many of 
the points involved but on superficial 
analysis they are raising a number of 
questions. 

One prominent legal observer, for in- 
stance, expresses the opinion that while 
pension trusts are covered in close de- 
tail the sections pertaining to profit 
sharing and stock bonus arrangements 
are not adequately treated. 

Another observation is that agents 
and others interested should be cau- 
tioned in undertaking to apply the reg- 
ulations to constantly keep in mind the 
interplay of these regulations with the 
rules of the salary stabilization unit of 
the Treasury department and the War 
Labor Board. All of the regulations on 
salary stabilization are in the nature of 
an explanation of just a very few words. 

Some believe quite strongly that the 
commissioner has gone beyond the in- 
tention, of Congress in the limitation of 
the language of the law with relation to 
social _ security. The commissioner 
takes the position that all that can be 
provided for those earning $3,000 or 
more is the amounts that they would re- 
ceive if there were no salary ceiling un- 
der the social security program. Many 
observers believe that this is a much 
finer limitation than Congress intended. 


Insurance Element Taxable 


Some are inclined to quarrel with the 
example given in Section 19.165 (b)-1 of 
the amount of insurance element of 
combined contracts that is taxable to 
the individual. The commissioner goes 
on the theory that the entire first year 


Criticism Is Voiced That 
Intention of Law Is 


Not Followed 


WASHINGTON—New pension trust 
regulations coupled with income tax rul- 
ings issued in connection therewith will 
permit heavy contributions and heavy 
benefits for officers and highly paid em- 
ployes of corporations, in the opinion of 
— though unofficial, observers 

ere. 

These observers say that the pension 
trust legislation in the 1942 revenue act 
was supposed to be for the benefit of 
white collar workers. However, the 
Treasury Department, and particularly 
Randolph Paul, general counsel, are said 
to have developed the idea, in drafting 
regulations under it, of integrating pen- 
sion trust plans with social security. 

During recent months, Treasury offi- 
cials have held that if a white collar 
group of employes earning $3,000 and 
up per year is to be covered by a pen- 
sion retirement plan, they may not be 
paid more, percentage-wise, against their 
salaries, than employes earning less than 
$3,000. 


Income Tax Rulings 


This principle is said to be carried 
into income tax rulings related to pen- 
sion trust regulations. These rulings ap- 
pear to compel deduction of $3,000 from 
salary before computation of benefits 
under a retirement or pension plan. That 
is, if a white collar worker has been re- 
ceiving $5,000 annual salary, his benefits 
would have to be computed on a balance 
of $2,000. 

Even such benefits can not be paid in- 
discriminately, but it is required that a 
formula be used somewhat along the 
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premium is used for term insurance and 
ignores the fact that a reserve is re- 
quired by law. 

The provision in Section 19.165 (a) 
(1)-1 governing the discontinuance of 
plans is causing considerable specula- 
tion. On the one hand the possibility 
is seen that these provisions will pro- 
mote persistency of pension plans but 
on the other hand they may cause em- 
ployers to hesitate to enter upon a plan, 
for fear that their conception of what 
constitutes business necessity such as to 
justify discontinuance of the plan would 
not coincide with the commissioner’s 
conception. The fear is expressed that 
the commissioner will regard anything 
less than bankruptcy as no excuse for 
liquidating the plan whereas an em- 
ployer might feel that he should be per- 
mitted to quit because a drain on sur- 
plus might jeopardize the well being of 
the corporation. 

In connection with Section 19.165 (a) 
(2)-1-(b) some believe that this means 
that a plan can never be closed so long 
as there is any employe that could qual- 
ify for participation in the future. That 
is the fact that a contingent obligation 
exists might prevent a plan from ever 
being closed out. 

Some observers believe that there is 
a distinction in the way proceeds are to 
be taxed in the event of death of the 
employe before retirement as between 
a plan embracing life insurance and a 
bonus and profit sharing arrangement. 
The life insurance proceeds apparently 
would not be taxed until they exceeded 
the $60,000 estate tax exemption where- 
as it is assumed that the proceeds of 
other types of plans would be taxed on 
a long term capital gain basis. That, of 
course, is a provision favorable to life 
insurance. 


Bendiner Makes 
Rapid Fire 
Recommendations 


Philadelphia Expert 
Gives C. L. U. Group 
Tips on Current Topics 


Irvin Bendiner of New York Life, who 
is skilled in the relationship of life in- 
surance to tax situations and in related 
fields, in addressing a meeting of the 
Philadelphia C.L.U. chapter recently, 
treated a large number of currently im- 
portant questions in tabloid fashion. He 
covered his topics alphabetically and 
managed to find at least one subject 
for every letter in the alphabet. 

Mr. Bendiner raised the question as 
to whether an optional mode of settle- 
ment that gives to a beneficiary the right 
to withdraw principal is a power of 
appointment and if a beneficiary has a 
right to draw against funds on deposit 
and fails to exercise that right and dies 
will there be taxable in the estate of the 
beneficiary the value of the power to 
withdraw? He did not undertake to 
give the answer. 

The speaker suggested that agents 
recommend that dollar a year men who 
go off to Washington or other cities 
execute powers of attorney to some 
member of the family to conduct their 
affairs, particularly with reference to life 
insurance. 

Every insurance program in the coun- 
try, he said, should have been revised 
since the revenue act of 1942. In making 
the revision the question that should be 
uppermost is whether the cleanup fund 
is adequate to meet expenses as they 
exist today? 


Retirement Income 


One of the needs today, according to 
Mr. Bendiner, is supplementary retire- 
ment income through annuity contracts 
issued by insurance companies. 

Mr. Bendiner called attention to the 
provisions of the revenue act that direct 
an executor to follow insurance proceeds 
and recover from the beneficiary the 
proportion of estate taxes payable in 
consequence of the issuance of that 
insurance, unless the testator in his will 
has expressly directed the executor not 
to do so. This calls for the revision 
of most wills that are in existence, he 
declared. The agent should call atten- 
tion of the testator to this provision. 

This is the time, he said, to call to 
the attention of prospects that life in- 
surance payable to named _ beneficiaries 
is free from the claims of creditors of 
the insured. After the war, he predicted 
there will be a complete collapse of a 
large number of industries and indi- 
viduals that are now prospering should 
seek to set up foolproof reserves against 
the claims of eventual creditors. 


Contingent Beneficiaries 


Mr. Bendiner cautioned agents to be 
careful in arranging for contingent bene- 
ficiaries so that the estate will be left 
free to solve some of its problems and 
not have the funds landlocked so that 
they are available only for a specific 
purpose. Also he said that in the com- 
mon disaster clause the agent should be 
careful not to give all the policy proceeds 
to minor children so that the proceeds 
cannot be used for the purpose of liqui- 
dating the affairs of the parents. 

Mr. Bendiner cited the importance of 

(CONTINUED ON PAGE 12) 
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Text Is Given of Regulations in the 
Field of Pension Trusts 


Tue NATIONAL UNDERWRITER herewith 
presents the text of T. D. 5278, the highly 
important regulations just issued by the 
bureau of internal revenue, in connec- 
tion with the pension trust sections of 
the revenue act of 1942. The only por- 
tions of the regulations that are omitted 
are those that consist of a reproduction 
of the words of the law. 

Par. 3. There is inserted immediately 
following § 19.165-1 the following: 

§ 19.165 (a) (1)-1 Employes’ trusts 
for taxable years beginning after Dec. 
31, 1941—-(a) In general. In order that 
a trust may be exempt under section 
165 (a) it must be part of a stock bonus, 
pension, or profit-sharing plan of an em- 
ployer for the exclusive benefit of his 
employes or their beneficiaries. The 
trust must be formed and availed of 
solely to aid in the proper execution of 
a plan which is a definite written pro- 
gram and arrangement communicated to 
the employes, solely designed and ap- 
plied to enable such employes or their 
beneficiaries to share in the capital or 
profits of such employer’s trade or busi- 
ness or to provide for the livelihood of 
such employes or their beneficiaries 
after the retirement of such employes. 

The term “plan” implies a permanent 
as distinguished from a temporary pro- 
gram. While the employer may reserve 
the right to change or terminate the 
plan, and to discontinue contributions 
thereunder, if the plan is abandoned for 
any cause other than business necessity 
within a few years after it has taken 
effect, this will be evidence that the 
plan from its inception was not a bona 
fide program for the exclusive benefit 
of employes in general. Especially, will 
this be true in the case of a pension 
plan under which pensions were fully 
funded for the highly paid employes or 
others in favor of whom discrimination 
is prohibited under section 165 (a), and 
which was abandoned soon after the 
pensions for such favored employes had 
been provided. The permanency of the 
plan will be indicated by all of the sur- 
rounding facts and circumstances, in- 
cluding the likelihood of the employer's 
ability to continue contributions as pro- 
vided under the plan. In the event a 
plan is abandoned, the employer should 
promptly notify the commissioner, stat- 
ing the circumstances which led to the 
discontinuance of the plan. 


If the plan is so designed as _ to 
amount to a subterfuge for the distribu- 
tion of profits to shareholders, even if 
other employes who are not sharehold- 
ers are included under the plan, it will 
not qualify as a plan for the exclusive 
benefit of employes. The plan must 
benefit the employes in general, al- 
though it need not provide benefits for 
all of the employes. Among the em- 
ployes to be benefited may be persons 
who are officers and shareholders. How- 
ever, a plan is not for the exclusive 
benefit of employes in general if it dis- 
criminates either in eligibility require- 
ments, contributions, or benefits by any 
device whatever in favor of employes 
who are officers, shareholders, persons 
whose principal duties consist in super- 
vising the work of other employes, or 
the highly compensated employes. See 
section 165 (a) (3), (4), and (5). All of 
the surrounding and attendant circum- 
stances and the details of the plan will 
be indicative of whether it is a bona fide 
stock bonus, pension, or profit-sharing 
plan for the exclusive benefit of em- 
ployes in general. The law is concerned 
not so much with the form of any plan 
as it is with its effects in operation. For 
example, in section 165 (a) (5) the law 
specifies certain provisions, which of 
themselves are not discriminatory, but 
this does not mean that a plan contain- 
ing these provisions may not be discrim- 
inatory in actual operation. 

A plan is for the exclusive benefit of 
employes or their beneficiaries even 
though it may cover former employes 
as well as present employes and em- 
ployes who are temporarily on leave, 
as, for example, in the military or naval 
forces. A plan covering only former 
employes may qualify under section 165 
(a) if it complies with the provisions 
of section 165 (a) (3) (B), with respect 
to coverage, and section 165 (a) (4), 


with respect to contributions and bene- 
fits, as applied to all of the former em- 
ployes. The term “beneficiaries” of an 
employe within the meaning of section 
165 includes the estate of the employe, 
dependents of the employe, persons who 
are the natural objects of the employe’s 
bounty, and any persons designated by 
the employe to share in the benefits of 
the plan after the death of the employe. 
* * ~ 

No specific limitations are provided in 
section 165 (a) with respect to invest- 
ments which may be made by the trus- 
tees of a trust qualifying under section 
165 (a). The contributions may be used 
by the trustees to purchase any invest- 
ments permitted by the trust agreement, 
to the extent allowed by local law. 
Where, however, the trust funds are in- 
vested in stock or securities of the em- 
ployer, full disclosure must be made of 
the reasons for such arrangement and 
of the condititons under which such in- 
vestments are made in order that the 
commissioner may determine whether 
the trust serves any purpose other than 
constituting part of a plan for the ex- 
clusive benefit of employes. 

(b) Portions of years; affiliated corpo- 
rations. An exempt status must be 
maintained throughout the entire tax- 
able year of the trust in order for the 
trust to obtain any exemption for such 
year. But see section 165 (a) (6) and 
§ 19.165 (a) (3)-1. A trust forming part 
of a plan of affiliated corporations for 
their employes may be exempt if all the 
requirements are otherwise satisfied. 

* * * 

(c) Proof of exemption. Every trust 
claming exemption for a taxable year 
beginning after Dec. 31, 1941, must prove 
its right thereto by filing with the 
collector of the district in which the em- 
ployer files his return: (1) An affidavit 
showing its character, purpose, activi- 
ties, sources and disposition of corpus 
and income and every fact which might 
affect its status for exemption; (2) veri- 
fied copies of the trust instrument and 
of the employer’s plan, showing all 
amendments; (3) the latest financial 
statement, showing the assets, liabili- 
ties, receipts and disbursements of the 
trust; and (4) the information required 
under § 19.23 (p) (1)-2 in order to show 
that the trust forms part of a stock 
bonus, pension, or profit-sharing plan 
of an employer for the exclusive benefit 
of his employes or their beneficiaries, 
which plan meets the requirements of 
section 165 (a). 

* * * 

The collector upon receipt of the affi- 
davit and other papers will forward 
them to the commissioner for decision 
as to whether the trust is exempt. The 
information required in the preceding 
paragraph must be filed for each taxable 
year of the trust with respect to which 
this section is applicable, but the docu- 
ments or information mentioned in items 
(1) and (2) of the preceding pargraph 
need not be filed with respect to other 
than the first of such taxable years, ex- 
cept when necessary to show changes 
occurring since the last filing. 


QUESTION OF DIVERSION 


§ 19.165 (a) (2)-1 Impossibility of di- 
version under the trust instrument—(a) 
In general. Under section 165 (a) (2) a 
trust is not exempt unless under the 
trust instrument it is impossible (in 
the taxable year and at any time there- 
after prior to the satisfaction of all lia- 
bilities to employes or their beneficiaries 
covered by the trust) for any part of 
the trust corpus or income to be used 
for, or diverted to, purposes other than 
for the exclusive benefit of such em- 
ployes or their beneficiaries. Ags used in 
section 165 (a) (2), the phrase “if un- 
der the trust instrument it is impossi- 
ble” means that the trust instrument 
must definitely and affirmatively make 
it impossible for the non-exempt diver- 
sion or use to occur, whether by opera- 
tion or natural termination of the trust, 
by power of revocation or amendment, 
by the happening of a contingency, by 
collateral arrangement, or by any other 
means. It is not essential that the em- 
ployer relinquish all power to modify 
or terminate the rights of certain em- 








ployes covered by the trust, but it must 
be impossible for the trust funds to be 
used or diverted for purposes other than 
for the exclusive benefit of his employes 
or their beneficiaries. As used in sec- 
tion 165 (a) (2), the phrase “purposes 
other than for the exclusive benefit of 
his employes or their beneficiaries” in- 
cludes all objects or aims not solely de- 
signed for the proper satisfaction of all 
liabilities to employes or their bene- 
ficiaries covered by the trust. 
* * * 


(b) Meaning of “liabilities”. The in- 
tent and purpose in section 165 (a) (2) 
of the phrase “prior to the satisfaction 
of all liabilities with respect to em- 
ployes and their beneficiaries under the 
trust” is to permit the employer to re- 
serve the right to recover at the termi- 
nation of the trust, and only at such 
termination, such balance in the trust 
as is due to erroneous actuarial com- 
putations during the previous life of 
the trust. A balance due to an “errone- 
ous actuarial computation” is the sur- 
plus arising because actual requirements 
differ from the expected requirements 
based upon previous actuarial valuation 
of liabilities or determinations of costs 
of providing pension benefits under the 
plan in accordance with reasonable as- 
sumptions as to mortality, interest, etce., 
and correct procedures relating to the 
method of funding, all as made by a 
eareful person skilled in calculating the 
amounts necessary to satisfy pecuniary 
obligations of such a nature. For ex- 
ample, a trust has accumulated assets 
of $1,000,000 at the time of liquidation, 
determined by acceptable actuarial pro- 
cedures using reasonable assumptions as 
to interest, mortality, ete., as being nec- 
essary to provide the benefits in ac- 
cordance with the provisions of the 
plan. Upon such liquidation it is found 
that $950,000 will satisfy all of the 
liabilities under the plan. The surplus 
of $50,000 arises, therefore, because of 
the difference between the amount ac- 
tuarially determined and the amounts 
actually required to satisfy the liabili- 
ties. This $50,000, therefore, is the 
amount which may be returned to the 
employer as the result of an erroneous 
actuarial computation. If, however, the 
surplus of $50,000 had been acecumu- 
lated as a result of a change in the 
benefit provisions or in the eligibility 
requirements of the plan, the $50,000 
could not revert to the employer because 
such surplus would not be the result of 
an erroneous actuarial calculation. The 
term “liabilities” as used in section 165 
(a) (2) includes both fixed and contin- 
gent obligations to employes. For ex- 
ample, if 1,000 employes are covered by 
a trust forming part of a pension plan, 
300 of whom have satisfied all the re- 
quirements for a monthly pension, while 
the remaining 700 employes have not 
yet completed the required period of 
service, contingent obligations to such 
700 employes have nevertheless arisen 
which constitute “liabiliies’ within the 
meaning of that term. It must be im- 
possible for the employer (or other non- 
employe) to recover any amounts other 
than such amounts as remain in the 
trust because of “erroneous actuarial 
computations” after the satisfaction of 
all fixed and contingent obligations, and 
the trust instrument must contain a 
definite affirmative provision to that ef- 
fect whether the obligations to employes 
have their source in the trust instru- 
ment itself, in the plan of which the 
trust forms a part, or in some collateral 
instrument or arrangement forming a 
part of such plan, and whether such ob- 
ligations are, technically speaking, lia- 
bilities of the employer, of the trust, 
or of some other person forming a part 
of the plan or connected with it. 

* * * 

§ 19.165 (a) (3)-1 Requirements as 
to coverage. In order to insure that 
stock bonus, pension, and profit-sharing 
plans are utilized for the welfare of 
employes in general, and to prevent the 
trust device from being used for the 
principal benefit of shareholders, offi- 
cers, persons whose principal duties 
consist in supervising the work of other 
employes or highly paid employes, or 
as a means of tax avoidance, a trust will 
not be exempt unless it is part of a plan 
which satisfies the coverage require- 
ments of section 165 (a) (8). See 8 


19.165 (a) (4)-2 as to the effective date 
of section 165 (a) (3). The percentage 
requirements in section 165 (a) (3) (A) 
refer to a percentage of all the active 
employes, including employes tempo- 
rarily on leave, such as those in the 
armed forces of the United States, if 
such employes are eligible under the 
plan. The application of section 165 
(a) (3) (A) may be illustrated by the 
following example: 

An employer adopts a plan at a time 
when he has 1,000 employes. The plan 
provides that all full-time employes who 
have been in the employment for a pe- 
riod of two years and have reached the 
age of 30 shall be eligible to participate. 
The plan also requires the participating 
employes to agree to contribute 3% of 
their monthly pay. At the time the plan 
is made effective 100 of the 1,000 em- 
ployes had not been in the employment 
for a period of two years. Fifty of the 
employes were seasonal employes whose 
customary employment was for not 
more than five months in any calen- 
dar year. Twenty-five of the employes 
were part-time employes whose custom- 
ary employment was for not more than 
20 hours in any one week. One hundred 
fifty of the full-time employes who had 
been employed for two years or more 
had not yet reached age 30. 





COVERAGE REQUIREMENT 





Section 165 (a) (3) (A) will be met 
if 540 employes are covered by the plan, 
as shown by the following computation; 

im Total employes with respect to 
which the percentage requirements are 
applicable (1,000—(100 + 50 + 25) ), 825. 

2. Employes not eligible to partici- 
pate because of age requirements, 150. 

3. Total employes eligible to partici- 
pate, 675. 

4. Percentage of employes in item 1 
eligible to participate, .81+. 

5. Minimum number of participating 
employes to qualify the plan (80% of 
675), 540. 

If only 70%, or 578% of the 825 em- 
ployes satisfied the age and service re- 
quirements, then 462 (80% of 578) par- 
ticipating employes would satisfy the 
percentage requirements. 

If a plan fails to qualify under the 
percentage requirements of section 165 
(a) (3) (A), it may still qualify under 
subparagraph (B) of such section pro- 
vided always that (as required by para- 
givaphs (3) and (4) of section 165 (a) ) 
the plan’s eligibility conditions, benefits 
and contributions do not discriminate in 
favor of employes who are _ officers, 
shareholders, persons whose _ principal 
duties consist in supervising the work 
of other employes, or the highly com- 
pensated employes. 

* * * 

(a) (5) sets out certain 
that will not in them- 
selves be considered discriminatory. 
However, those so designated are not 
intended to be exclusive. Thus, plans 
may qualify under section 165 (a) (3) 
(B) which are limited to employes who 
have reached a designated age or have 
been in the employment for a desig- 
nated number of years or are employed 
in certain designated departments or are 
in other classifications, provided that 
the effect of covering only such em- 
ployes is not to discriminate in favor of 
officers, shareholders, employes whose 
principal duties consist in supervising 
the work of other employes, or highly 
compensated employes. For example, if 
there are 1,000 employes, and the plan 
is written for only salaried employes, 
and consequently only 500 employes are 
covered, that fact alone will not justify 
the conclusion that the plan does not 
meet the coverage requirements of sec- 
tion 165 (a) (3) (B), provided the classi- 
fication as established does not discrim- 
inate in favor of shareholders, officers, 
employes whose principal duties con- 
sist in supervising the work of other 
employes and the highly paid employes. 
If a contributory plan is offered to all 
of the employes, but the requirement of 
contribution by the employe participants 
is so burdensome as to make the plan 
acceptable only to the highly paid em- 
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Act to Meet 
Criticisms of 
A. & H. Business 


Company Committee Will 
Work with Illinois 
Department on Complaints 


A special committee has been selected 
by representatives of health and acci- 
dent companies operating in Illinois to 
work with the Illinois insurance depart- 
ment to effect changes in policies and 
procedures that will meet the principal 
criticisms of the business. 

This method of self-regulation of the 
business was suggested by Paul F. 
Jones, Illinois insurance director, at a 
meeting Tuesday in the Chicago Board 
auditorium which was attended by ap- 
proximately 100 accident and_ health 
company representatives on invitation of 
the insurance department. Mr. Jones 
presented his suggestion and left, where- 
upon the insurance people immediately 
worked out their committee personnel. 
The committee met Tuesday and wrote 
Mr. Jones it is ready to act. It expects 
to meet with him in the next week. 


Personnel of Committee of Five 


The committee is composed of Roy L. 
Davis, Chicago, manager of the Casu- 
alty & Surety Executives Association; 
David J. Kadyk, attorney, representing 
Illinois Commercial Men’s; C. O. Pau- 
ley, secretary Great Northern Life; R. J. 
Wetterlund, general counsel of Wash- 
ington National; R. G. Lonnon, treas- 
urer Guarantee Trust Life, and George 
F. Manzelmann, president of North 
American Accident, who is an ex-officio 
member of the committee and permanent 
chairman of company representatives. 
This committee was selected by a group 
of 25, who in turn were selected by rep- 
resentatives of the 66 companies who 
attended the meeting. The group of 25 
represented the Health & Accident 
Underwriters Conference, Bureau of 
Personal Accident & Health Under- 
writers, the commercial men’s organiza- 
tions, the mail order companies, etc., in- 
cluding all types of accident and health 
business. Mr. Manzelmann acted as tem- 
porary chairman of the meeting. The 
committee of five will report to meet- 
ings of all accident and health company 
representatives from time to time. 


Criticisms Made of Business 


Mr. Jones pointed out that certain 
problems do exist in the accident and 
health field. This has long been recog- 
nized. The National Association of In- 
surance Commissioners has appointed 
committees at various times to consider 
these problems. There has been legis- 
lation brought up in congress to deal 
with certain phases of the health and 
accident field. There have been com- 
plaints from Better Business Bureaus. 
The Health & Accident Underwriters 
Conference has recognized the existence 
of criticisms and has had committees to 
consider them, he said. In the state leg- 
islature bills are occasionally introduced 
aimed at regulating health and accident 
business in certain respects. Some of 
them would wreak havoc in the busi- 
ness, Mr, Jones said. These pressures 
exist for some sort of action. The in- 
dustry itself, he feels, can work out its 
problems as a matter of self govern- 
ment. 

Among the complaints received by the 
department, Mr. Jones mentioned: Lim- 
ited policies in which exclusions and 
conditions are difficult to find and under- 
stand; advertising of health and accident 

(CONTINUED ON PAGE 10) 


Erickson Assails 
Decision to Hold 
Meeting in N. Y. 


Commissioner O. E. Erickson of 
North Dakota has addressed a letter to 
commissioners of all the states express- 
ing dissatisfaction with the decision of 
the commissioners to hold their mid- 
winter meeting in New York. Ac- 
companying the letter is a picture of 
Mr. Erickson in Indian headgear im- 
printed “Oscar E. Erickson, Commis- 
sioner of Insurance WAAWANYAKE 
Protector.” 

Mr. Erickson stated that at the ex- 
ecutive session of the commissioners 
he questioned the advisability of hold- 
ing a December meeting in New York. 
He said he is opposed to the outgoing 
executive committee “hog tying” the 
incoming committee. Also he feels 
New York is a poor choice since it is 
one of the busiest war time seaports 
and there is a gasoline and fuel short- 
age in the east. The convention there, 
he believes would merely add to the 
hardships of local conditions. It is true 
that those on the east would have to 
return home if they attended a meeting 
in the west but there are more com- 
missioners “in the Louisiana Purchase 
than east of the river,’ he declared. 

Mr. Erickson said he favors a cen- 
tral west meeting place purely for pa- 
triotic reasons. 

Considered Insurrection 

Mr. Erickson said that he had con- 
sidered promoting ‘a real insurrection” 
to upset the New York choice at the 
final meeting of the commissioners at 
Faneuil Hall in Boston. “A counter 
move was started,” he states, “and two 
or three of my boys got cold feet and 
took the train Wednesday morning 
rather than stay by their guns. But 
others were ready to carry on and it is 
to them I owe an explanation.” 

Mr. Erickson states that he was 


Tell Army Stand 
on Insurance 


Sales in Camps 


WASHINGTON—Referring to com- 
plaints from Wisconsin concerning the 
writing of insurance on men in Army 
camps located in that state by com- 
panies that are not licensed by the Wis- 
consin department it was learned from 
authoritative sources at the War De- 
partment that the Army has established 
the policy that life insurance companies 
duly licensed in any one state can not 
be prohibited from carrying on business 
on government reservations in any state. 

All such corporations are regarded as 
legal in the eyes of the War Department. 
Army camps are not subject to certain 
state laws and licensing requirements, it 
is stated. 

Guardian Life and Pioneer American 
Life, both of Texas, are stated at the 
War Department to be the principal 
companies engaged in the practice. Both 
companies, the department says, are 
under the same management. 

The department said that no complaint 
had been received here from the Na- 
tional Association of Life Underwriters 
against the practice referred to. If there 
has been such complaint, it was sug- 
gested, it may have gone to Col. Wil- 
liam F. Harrell, chief of the life insur- 
ance subsection, Army Adjutant Gen- 
eral’s Office, 393 Seventh avenue, New 
York City. 








told to “lay off or we might lose some 
of the men we were planning to get on 
the committee.” He said he could have 
moved a substitute motion to accept all 
of the report of the executive commit- 
tee except the recommendation for the 
New York meeting and that it be acted 
upon separately. “Then the patriotic 
palaver of being in harmony in this an- 
cient patriotic hall was poor strategy to 
(CONTINUED ON PAGE 9) 








attention.” 


service. . 


WILLIAM H. KINGSLEY 
Chairman of the Board 





A Name and Address 


This letter came from an American soldier, who wrote to 
our general agent who had his life insurance, “As I can’t say 
much to you as to my activities, I'll skip them. 
you is that I’m in North Africa. 


“The more I think of it, the more certain I am that every 
time you approached me to talk about life insurance you were 
doing me a very great personal favor. 
sorry about is that I didn’t buy more when I was able. I’m 
very pleased with the way you've done business with me. If 
any questions arise, please contact my father, as he has full 
authority to handle anything of mine that might need any 


The last sentence emphasizes what our War Service Bureau 
advises all policyholders in the services: 


“It is important that you furnish the Company with the 
name and address of someone 
possession of your latest address, and who will be sufficiently 
interested in your welfare to forward the notices to you 
promptly or see that premiums are paid for you. . 
you have made arrangements which will make it unnecessary 
for us to send premium notices while you remain in the 
. This simple suggestion if adopted may be the 
means of enabling the Company to help you, or those depend- 
ing upon you, in an emergency.” 


+ + 


THE PENN MUTUAL LIFE INSURANCE CO. 


INDEPENDENCE SQUARE, PHILADELPHIA 


All I can tell 


The only thing I’m 


. . who will always be in 


. even if 


+ 


JOHN A. STEVENSON 
President 

















Aetna’s Conference 
Stresses Complete 
Sales Talk Mastery 


Meeting Held for New 
York and Philadelphia 
Area Agencies 


NEW YORK—Aetna Life’s sales 
conference for its agencies in metropoli- 
tan New York City and Philadelphia 
should have convinced even the most 
skeptical that complete mastery of 
organized sales talks is the surest way to 
more successful selling. 

Emphasis of the galaxy of home office 





Ss. T. WHATLEY 


talent responsible for the program was 
very pointedly on the necessity for fol- 
lowing the exact language of the pre- 
pared talk, for many times a single word, 














R. B. COOLIDGE 


apparently as good as the one in the 
text, will give the prospect the chance to 
take the bit in his teeth and the agent 
may never be able to regain control of 
the interview. The speakers also ham- 
mered home the necessity of learning 
the talks so thoroughly that they do not 
sound “canned.” 

“Is your sales presentation complete 
or is it’ high-spotted?” asked R. B. 

(CONTINUED ON PAGE 10) 
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fo Buy Illine’s 
Bankers Life 


Central Life of Chicago 
President Enters 
Complicated Picture 


Insurance Director Jones of Illinois 
has expressed an interest in the offer 
that has been made by Alfred Mac- 
Arthur, president of Central Life of 
Illinois, to purchase the 80% interest in 
Illinois Bankers Life that is held by 
the estate of Hugh T. Martin. 

Mr. MacArthur made in_ probate 
court in Chicago an offer of $400,000 
for the Martin stock, plus the obliga- 
tion to secure releases against the es- 
tate in connection with claims of the 
late H. G. Shimp, who was president 
of the American Conservation Co., ag- 
gregating about $270,000. Also Mr. 
MacArthur would undertake to pay 
750,000 in behalf of policyholders of 
Illinois Bankers Life Association, the 
predecessor assessment company, 
whose suit against the Martin estate 
and those of William H. Woods and 
Arthur T. Sawyer has been the sub- 
ject of trial before Judge Miner in Chi- 
cago for the past 10 weeks. 

Attorney Vernon R. Loucks of Chi- 
cago, in behalf of those policyholders, 
has been seeking to secure the Martin, 
Woods, and Sawyer stock on _ the 
ground that Martin, Woods and Sawyer 
through a series of devious manipula- 
tions, set up the new Illinois Bankers 
Life with themselves as owners from 
the assets of the assessment company. 

Mr. Jones appeared in Judge Miner’s 
court, saying that he had heard re- 
ports that a sale was being considered 
and asking that if any such move is 
contemplated the department be con- 
sulted. Judge Miner replied that there 
was before the court no offer to buy, 
but that if the question does come up 
Mr. Jones will be notified. 

The MacArthur offer is equivalent to 
about two-thirds for the policyholders 
and one-third for the Martin estate. It 
is assumed that the Shimp claim can 
be disposed of for a nominal amount. 

Mr. MacArthur, it is understood, 
would be prepared to make a similar 
offer, two-thirds for policyholders and 
one-third for the estates, for the Woods 
and Sawyer stock. 

The money for policyholders pre- 
sumably would be paid over as the 
court might direct. Mr. Loucks wants 
the stock for the old assessment policy- 
holders. However, there were inter- 
venors seeking the stock for the policy- 


holders of the present company and 
also for the corporation itself. 
While Mr. MacArthur would make 


the purchase individually, the ultimate 
intention is to merge Central Life and 
Illinois Bankers. This would produce 
a company with insurance in force of 
about $200,000,000. As of Dec. 31, 
1942, Illinois Bankers had insurance in 
force $112,807,760 and Central Life 
$85,224,080. 

Illinois Bankers at Dec. 31 had as- 
sets $26,699,392, policy reserve $20,595,- 
496, capital $200,000 and net surplus 
$1,108,621. The surplus, however, was 
reduced about $200,000 in a state ex- 
amination. Its income last year was 
$4,816,086 and disbursements $4,246,586. 
New business paid for was $9,259,957 

The trial of the suits against the 
three estates came to an end and Judge 
Miner allowed both sides 15 days in 
which to file briefs and an additional 
five days for filing replies. 

Mr. MacArthur left this week for a 
month’s stay at his place at Cuernevaca, 
Mex. 


Treasury Rules on 
Enemy Nationals’ 
Policy Payments 


Regulations relating to transactions 
involving blocked life policies of enemy 
nationals have just been issued by Ran- 


dolph Paul, acting secretary of the 
Treasury. They are known as general 
license No. 86, issued July 7 affecting 


control of foreign funds. 

It appears payments to life companies 
by enemy nationals are not authorized 
by this license nor are payments by 
insurance companies to nationals of 
blocked countries allowed unless made 
by deposit in blocked accounts in a 
domestic bank in the name of the na- 
tional who is the ultimate beneficiary. 
The license authorizes application of 
dividends and cash or loan values of a 
blocked life policy to payment of pre- 
miums or policy loans and interest or 
to purchase paid up insurance in accord- 
ance with policy options, or to accumu- 
late dividends on the books to the policy- 
holder’s credit. 


Another Allied Ruling 


General ruling number 5A also was 
issued by the Treasury July 7 setting 
forth regulations prohibiting the ex- 
portation of checks, drafts and similar 
negotiable instruments to blocked coun- 
tries and restricting importation and 
dealing in such instruments. The latter 
regulation prohibits sending or taking of 
checks, drafts, bills of exchange, prom- 
missory notes, securities or currency 
from the United States to any blocked 
country other than China and_ the 
blocked members of the generally = 
censed trade area, and effective Aug. 2 
prohibits importation of any such > ali 
ments which have been within such 
blocked countries. The importation pro- 

(CONTINUED ON PAGE 9) 


Sales Up 12.7% in 
June; Half Year 
Total Off Only .3% 


With a gain of 12.7% in life insurance 
sales in June as contrasted with June, 
1942, the six months production total is 
$4,159,559,000 or only .3% below the 
$4,170,118,000 of the first half of 1942, 
according to the Life Presidents Asso- 
ciation. Industrial was still a backslider 
during June and recorded a decrease of 
8.6%. Ordinary was up 30.3% and 
group was better by 10.7%. 

For the first half year ordinary sales 
totaled $2,690,877,000 against $2,802,- 
018,000, decrease 4%; industrial $730,- 
505,000 against $797,310,000, decrease 
8.4%; group $738,177,000 against $570,- 
790,000, increase 29.3%. 

For June the figures are: Ordinary, 
$484,017,000 against $371,582,000; indus- 
trial, $118,698,000 against $129,863,000; 
group, $143,889,000 against $161,061,000. 


Bankers Mutual Life 
President Is Dead 


C. Peasley, president of Bankers 
Mutual Life of Freeport, Ill, died 
Wednesday morning. His health had 
been impaired for a year, but he had 
been at the office as recently as last week. 
Bankers Mutual was started in 1907 and 
Mr. Peasley had been with the organi- 
zation since 1909. He was the main 
factor in its success. 


Hartford Insurers Win Praise 


The 13 Hartford insurance companies 
which undertook to fill out and mail 
almost 2,000,000 ration books to resi- 
dents of Connecticut won the high 
praise of Chester Bowles, state OPA 
director. Without these mailing facili- 
ties thousands of persons would have 
been forced to stand in line. 





Figures for First Six Months 








New Paid New Paid Ine. in Ins. Ine. in Ins. 
Business Business In Force in Force 
rates 1943 942 1943 1942 
altimore Life ... brebanee $ 2,713,448 $ 2,399,179 1,760,805 $ 1,312,915 
Bankers Life, Neb. ....... 8,402,271 6,842,034 5,770,485 3,381,410 
Boston Mutual EAPO. seas 9,405,605 10,571,585 4,733,985 5,060,320 
Business Men’s Assur. .--- 13,203,873 14,221,297 4,428,875 4,021,729 
Capitol Life, Denver..... 2,267,683 3,661,274 87,566 936,571 
Central Life, Ia. Sees uae 6,787,534 6,298,659 3,570,165 2,320,734 
Colonial Telfet ois ics vsis.s 3,881,758 4,101,870 2,425,932 2,350,746 
Connecticut DECAL oisas 56,978,869 50,592,162 33,451,365 23,645,937 
Continental Amer, Life... 8,376,162 7,530,205 3,095,834 1,749,623 
Conservative Life, Ind. .. 1,369,810 1,643,930 395,538 401,7 
Conservative Life, Ww. ies 3,370,000 3,248,000 966,475 1,039,615 
Empire L. & Ac., Ind.... 7,815,448 7,147,319 3,040,788 1,660,665 
Equitable Life, Iowa..... 23,656,000 22,823,000 11,760,000 8,193,000 
Expressmen’s Mut. Life.. 761,000 1,104,500 5,861 459,368 
UES GE © | a a 806,400 1,531,688 —264,982 481,79 
Golden State Mut. Life... ZOUOOES | ges Rhos >; flere 
Great Northern | RATA. os 2,292,394 3,424,639 1,500,000 1,747,673 
HOMO Gite, NW. cn siscc cas 22,044,908 23,191,227 12,425,771 11,330,601 
Home State Life, Okla.. 6,395,592 6,622,971 2,440,134 1,209,060 
Indianapolis Life Nr ae 5,585,658 6,933,141 2,432,527 4,087,829 
Jefferson Standard Life.. 25,446,249 24,043,565 14,573,461 10,479,589 
Kentucky Home Mutual.. 2,007,646 1,345,537 1,022,378 405,123 
Wondon ife, Can........... 64,797,306 62,031,208 48,012,746 43,334,455 
Lutheran Mutual Life.... 5,874,172 7,968,800 3,817,321 5,682,719 
Manhattan Tile... ..0:0<0 8,186,702 9,671,285 4,416,957 5,696,662 
Minnesota Mutual ....... 23,689,195 16,365,908 8,398,812 3,794,125 
Monarch Life, Mass.. 2,945,221 1,861,184 2,110,698 932,952 
Mutual Benefit Life 75,877,778 59,681,081 37,222,766 14,489,925 
National Aid Life, Okla.. 2,871,729 2,318,654 475,415 130,816 
National Equity, Ark. ... 1,871,827 1,834,000 714,141 685,093 
New England Mutual..... 63,854,905 63,373,476 36,231,659 28,251,333 
New World Life......... 3,333,869 2,839,533 1,986,580 1,183,174 
Northwestern Mutual .... 103,037,962 124,002,196 51,437,736 59,842,148 
Pan-American Life ...... 7,438,473 5,718,463 4,665,765 2,610,936 
Peoples Life, Ind. ....... 3,387,159 3,693,372 885,905 1,037,034 
Ape 5 Be Mutual Life..... eet eee tH Lae ine Set tas 
Pe. BE sc cab akeceov nes 7,684,5 9, ,56 5,569,6 ‘ i 
olicehabaers Natl., S. D.. 3,148,786 3,181,209 2,287,051 2,067,991 
Provident Life, N. D..... 3,029,532 2,518,042 1,856,696 1,178,760 
Provident Mutual Life... 28,509,893 40,369,428 7,914,350 14,960,014 
Rockford Life, Ill. ...... 2,406,487 2,182,124 1,236,186 732,467 
Beavoard: TALC .6-0.0..:60:00:6 2,721,421 2,827,763 1,535,559 1,769,186 
Southern Life, Ga. ...... 1,581,425 1,185,579 1,039,791 529,975 
Southwestern Life ...... 26,084,560 24,431,631 12,924,743 9,111,357 
ed ger ‘7 Dieatais’ apse te ery 922 mee YY ee ey eee 
standard Tife, Pa. ....... 3 50, ,07 9, 
CATARD ET PSQE  o Rarer 14,385,000 13,860,000 7,621,000 6,702,000 
Winton, TALE! WA. sicc-cc00e ss 6,725,109 5,881,259 3,676,648 3,132,780 
United Fidelity, Tex...... 3,202,143 3,286,991 414,326 579,794 
Washington Life, D. C.... 3,590,300 997,000 3,481,500 996,500 
Webster Life, Ia......... 295,921 297,530 24,000 17,000 
Western Life, Mont...... 4,396,075 4,728,102 2,632,759 2,751,670 
Western Mutual, N. D.... 1,181,250 769,000 1,013,891 553,185 
Wisconsin Life .......... 768,672 787,486 403,165 327,796 
Wisconsin National Life.. ees 1,082,011 145,338 
Aid Assn. for Lutherans.. 11,774,059 11,580,824 193,235 1,532,991 
ee y438'000———«2,878:200 658,865 147,368 
Protected Home Circle. 2,499,00 é | 558, 147,205 
Polish Natl. Alliance...... 6,268,750 5,849,950 a eee ey 
Security Benefit Assn.. 3,331,000 3,080,973 1,191,1 ‘ 


1Ordinary only. 


Simon Tells Agents 
fo Hit Moderate 
Income Groups 


Resourceful, Alert, Hard 
Working Salesmen Are 
Overcoming Handicaps 


NEW YORK—Important factors in 
the present market for life insurance are 
the increased number of wage earners 
in the moderate income groups who are 
making more money than they ever have 
had before and the new industries which 
have sprung up as a result of the war 
program whose key men are prospects 
for business insurance, according to Leon 
Gilbert Simon, associate general agent 
M. T. Ford agency, Equitable Society, 








LEON GILBERT SIMON 


New York City, and well known busi- 
ness insurance expert. 

Mr. Simon believes that it is of vital 
importance for the producer who has 
been concentrating on prospects in the 
higher salary brackets to change his 
prospecting methods and get out and 
do more work in the smaller income 
brackets. The large salary prospect is 
not as good a buyer of life insurance be- 
cause of increased taxes, higher living 
costs, and less favorable contracts, Mr. 
Simon said. Therefore, it is necessary 
for the agent to do more intensive solici- 
tation among the average men and the 
smaller policyholders. Needs analyses 
and surveys are useful to the agent who 
is selling among that group. 

The objection to buying more life in- 
surance because of the necessity of meet- 
ing heavy taxes arises frequently, Mr. 
Simon finds. He points out, however, 
that while taxes are fixed charges and 
must be paid, life insurance is also one 
of the “must” things which the prospect 
has to provide for. 

The fact that life insurance production 
may be off from time to time is not so 
important as what the agent is going to 
do about it in the future. Although 
there are many unfavorable factors in 
the picture, the agent can get the most 
out of the opportunities that he has by 
being resourceful, making more calls, 
changing his methods to fit the times, 
and by doing a good job for his pros- 
pects and policyholders. Proper mental 
attitude is of particular importance. 

The men who have left the business 
are largely those who could not make a 
success of it, Mr. Simon believes. A few 
good men have gone into military serv- 
ice. Those left are largely quality. 
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By-Passing Technicalities Costello, Guon Investors Concern 
Helps Partnership Sales onal emia Wins First Round 
Pp N.A.L.U. Speakers INS FIFSi KOUN 
NEW YORK—Many business insur- share would be $11,675 rather than es ; , ‘ 
ance cases can be sold to small concerns, $3,350. rhree more field. men who _— ~~ F 
usually partnerships, on the basis that Mr. Wilkinson pointed out that this standing records mm personal produc- in ac 
partner would like to have his analysis has had the effect of making tion and life insur- 
widow inherit something more than liqui- the partners dissatisfied with the evalu- ance agency man- 
dating value of the business, which is ation of $3,350 apiece. The agent points agement have been Question Will Come Up 
usually surprisingly small, said R. W. out that the only way they can be sure added to the _pro- 
Wilkinson, agency assistant, at Aetna of leaving $11,675 to their widows rather Sram lineup or the July 21 on He ing for 
Life’s New York City sales conference. than $3,350 is through a properly ve a ari 
Furthermore, it is possible and decidedly executed buy-and-sell agreement. To Wie Nationa’ “\sso- Temporary Injunction 
preferable to by-pass all the legal techni- drive home the point he fills in the ciation of Life l n- porary inj 
calities in making the sale, he said. One second page of the business evaluation derwriters in Pitts- - 
for this strategy is that these analysis which shows that in the event burgh, Sept. 13-17. MINNEAPOLIS — Investors Syndi- 


reason 
small business men are suspicious of 
these technical points and usually don’t 
understand them, anyway. 

Instead, Mr. Wilkinson uses a_busi- 
ness evalution analysis sheet which 
shows the “going concern” value of the 
business and contrasts with that what 
would probably be realized in the event 
of forced liquidation. This leads natu- 
rally to the need of a buy-and-sell agree- 
ment to insure that the widow of which- 
ever partner dies getting the right price 
for her share in the concern. 


Discusses Typical Case 


Mr. Wilkinson took as an example 
a two-man partnership in the business of 
manufacturing and selling neon signs. 
The agent first says, “I understand you 
have a partnership.” Getting an affirma- 
tive answer he asks if there is a partner- 
ship agreement. Usually there isn’t one 
and the agent points out that the chief 
value of a partnership agreement is to 
establish the value of the business, in- 
cluding good will. 

Using the business evaluation analysis, 
the agent sets down the figures that an 
accountant would need in establishing 
the partnership’s value as a going con- 
cern. In this case the cash is $500, 
accounts receivable $2,000, equipment 
$5,000, inventory $2,000, total $9,500. On 
the liabilities side are accounts payable 
of $800 and notes payable of $2,000, total 
$2,800. Subtracting liabilities from assets 
leaves a book value of $6,700, or $3,350 
as each partner's share. 


Figure Found Too Low 


Since each partner is probably taking 
out a net income of around $3,000 a 
year it is obvious that the share of each 
is worth much more than $3,350. The 
agent then goes on to set down in the 
space provided in the form the average 
annual earnings, including partners’ sala- 
ries, which total $8,000. From this figure 
is deducted what it would cost to employ 
men to do the work done by the part- 
ners. This is estimated at $150 a month 
each, or $3,600 a year for the two re- 
placement salaries. The remainder, $4,- 
400 is the earnings from book value and 
good will. 

Assuming a 10% earning rate on the 
concern’s book value and_ subtracting 
this $670 a year from $4,400, there is 
still left $3,730 a year, which is the 
income arising out of good will. This 
$3,730 good will income is capitalized at 
five times the annual rate on the assump- 
tion that good will is a very perishable 
asset and hence an annual earning rate 
of 20% is about right. Furthermore, the 
five-times basis is the one recognized by 
the Treasury Department for tax pur- 
poses in evaluating good will. Included 
in the good will asset is, of course, the 
skill of the partners and all the intan- 
gible factors that result in one business 
prospering while another similar concern 
goes broke. 


FULL VALUE $23,350 








_ The good will income multiplied by 
five fives $16,650 as the capital value of 
good will. This, plus the book value of 
36,700, gives a total value of $23,350. 
Che partners are likely to agree that this 
constitutes a more accurate reflection of 
the concern’s worth than the bare book 
value. On this basis each partner’s 


of forced liquidation the business would 
not be worth even $6,700. 


Receivables Would Shrink 


On the assets side the cash would, 
of course, still be $500 but accounts 
receivable would shrink. The analysis 
has a footnote stating that “The Re- 
tailers Credit Association says: ‘It is 
almost impossible to collect a “dead 
man’s” bills. People simply will not 
pay after a store changes hands. A 50% 
collection is unusual; 25% is much 
nearer the actual figures.” Conse- 
auently to value $2,000 of accounts re- 
ceivable at $1,800 or 90% would be ex- 
tremely liberal. 

The $5,000 equipment item would in 
normal times have to be written down 
drastically. The analysis’ footnote states 
that “The Central West Distributors’ 
Adjustment Bureau says: ‘These items 
which usually must be disposed of 
through second-hand dealers are sold 
only for a fraction of their original 
value; the purchaser usually feels they 
ought to be thrown in with the stock and 
will pay little for them.’” However, 
because of today’s conditions they might 
bring as much as $4,000, in this case, so 
that figure is used. For the same reason 
it is assumed that inventory values will 
show no shrinkage. 

The total of these asset items, written 
down as they would probably be in the 
event of forced liquidation, is $8,300. The 
liabilities would of course remain the 
same, $2,800. Thus, the book value in 
the event of forced liquidation would be 
only $5,500 instead of $6,700, or only 
$2,750 for each partner instead of $3,350. 


Financing Is Final Step 


The only remaining step is the finan- 
cing of the buy-and-sell agreement so 
that the money will be available to enable 
the surviving partner to purchase the 
other’s interest. 

If the agent is talking to the dominant 
partner—and there is always one domi- 
nant partner—he can often sell the 
examination then and there. Mr. Wilk- 
inson pointed out that at no time has 
there been any discussion of legal tech- 
nicalities. He said that while this sales 
talk does not eliminate the need for 
knowledge about business insurance it 
postpones the need for any discussion of 
technical points until after the examina- 
tion and the case is sold. 


Industrial Insurers Committees 


President E. L. Phillips of the Indus- 
trial Insurers Conference has appointed 
new committees. Heading the attend- 
ance committee is C. G. Snead, Inde- 
pendent Life & Accident; auditing, W. 
B. Clement, Pilot Life; credentials, A. 


D. Johnson, United; golf, George N. 
Spring, Industrial Life & Health; 
grievance, I. F. Hall, State Capital 


Life; laws, Harry N. Lukins, Washing- 
ton National; membership, A. G. Pal- 
mie, Home State Life; public relations, 
T. J. Mohan, Eureka - Maryland; pro- 
gram, the president and executive sec- 
retary; reception, R. A. Craighead, 
Progressive Life; resolutions, Otis P. 
Grant, Life & Casualty; advisory, H. T. 
Dobbs, Industrial Life & Health; good 
of the conference, J. R. Leal, Interstate 
Life; study of Guertin plan, J. R. Leal, 
Interstate: Insurance Economics So- 
ciety, H. N. Lukins. 


They are John P. 
Costello of Dallas, 
personal producer 
for Southwestern 
Life, newly elected 
president of the 
Texas state associ- 
ation; Woolf Guon, manager for Metro- 
politan in Chicago, and Harold S. Par- 
sons, million dollar producer for Trav- 
elers at Los Angeles and life member of 
the Million Dollar Round Table. 

Mr. Costello entered the home office 
of Southwestern in 1920, first in the 
actuarial department, later in charge of 
reinsurance and in 1921 he was ap- 
pointed assistant to the cashier. In the 
following year he entered the field of 
selling and he has represented that com- 
pany ever since. He has been president 
of both his company’s Life Club and 
Life Top Club and in 1940 and 1941 he 
was the winner of the Challenge Cup 





Woolf Guon 














JOHN P. COSTELLO 


for having led the field force in produc- 
tion. In 1941 he paid for almost a mil- 
lion dollars of life insurance. His paid 
for business for the past 10 years has 
exceeded a half a million dollars an- 
nually. He received his C.L.U. desig- 
nation in 1937 and has been president of 
the Dallas C.L.U. He has served as 
secretary, vice-president and president 
of the Dallas Association of Life Un- 
derwriters. 

Career of Woolf Guon 


Mr. Guon entered the business with 
Metropolitan in Chicago in 1926 on his 
graduation from Northwestern Univer- 
sity. After less than a year he was 
promoted to assistant manager and in 
the next four years he developed the 
leading unit in an agency which led the 
entire Metropolitan Life. In 1931 he 
was promoted to manager and during 
the past 12 years he has made an out- 
standing record, both as agency manager 
and personal producer. His agency has 
been listed for the past several years as 
one of the five leading agencies of the 
Metropolitan based on a five year per- 
formance record. He gained the C.L.U. 
designation in 1934 and was elected 
the first president of the recently es- 
tablished Metropolitan C.L.U. Associa- 
tion. For several years he has been 
president of the Metropolitan Managers’ 
Association of Chicago and he has been 
active in the affairs of the Chicago Asso- 

(CONTINUED ON PAGE 9) 


the action 
the Securities & 
Commission when Judge 
Nordbye in federal court at Minneapolis 
denied a motion July 12 for a temporary 
restraining order prohibiting the invest- 
ment company from making payments 
to certificate holders and impounding 
and segregating installment payments to 
the company. 


cate won its first round in 
brought against it by 
Exchange 


The temporary restraining order was 
sought by the SEC as a preliminary to 
its complaint charging the syndicate with 
“gross misconduct and abuse of trust” in 
the sale of more than $1,500,000,000 in 
securities and certificates to 400,000 in- 
vestors. 


Will Continue Action 


Attorney Cashion of the SEC said 
that denial of the temporary order will 
not stop action. He said the next devel- 
opment would be arguments July 21 for 
a temporary injunction broader in its 
scope than the restraining order which 
was sought. 

President Crabb of the Investors Syn- 
dicate said that the decision was “natur- 
ally gratifying to us. The companies 
will proceed in all respects to carry on 
their business as usual, keeping intact a 
record of nearly 50 years of meeting all 
obligations promptly when due.” 

In his ruling Judge Nordbye said that 
the showing does not seem to justify 
such drastic measures as the SEC 
asked. It sought a restraining order 
prohibiting the Investors Syndicate 
irom meeting cash surrender and loan 
payments to certificate holders. The 
court said that the showing is quite in- 
sufficient to warrant the court assuming 
that the defendant will not faithfully ac- 
count for the moneys paid. There is no 
fraud or unlawful practice or violation 
of the act charged in connection with 
the original sale of any certificates, said 
the court. 


Solvency Question Not Involved 


The question of the solvency of the 
Investors Syndicate and its subsidiaries 
is not involved in the SEC suits, coun- 
sel for the latter stated. The commis- 
sion charges relate only to the selling 
and switching practices alleged, Mr. 
Cashion said. The company declares 
that it has quick assets of about $176,- 
000,000; that it could pay the $155,000,000 
claims of contract holders and have a 
cash surplus of more than $20,000,000. 
Illinois contract holders are protected by 
approximately $6,000,000 in bonds and 
Federal Housing Administration guar- 
anteed mortgages on deposit with the 
secretary of state. An estimated 10,000 
Illinois residents hold installment con- 
tracts with the Investors Syndicate. 

Prior to Jan. 1, 1941, Investors Syndi- 
cate had issued its contracts at varying 
interest rates depending on money mar- 
ket rates then current. On that date 
the subsidiary took over the issuing of 
certificates with a much lower and fixed 
interest rate specified. The SEC al- 
leges that the holders of investment con- 
tracts issued by the original company 
when the contracts have reached the 
break even point and have a cash value 
equal to the amount of money paid in 
are given special offers to induce them 

(CONTINUED ON PAGE 9) 
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Unions’ Group Cover Demands Attange Program Anti-Trust Unit's 
Pave Way for Many Sales 


NEW YORK—With labor unions in- 
creasingly taking the initiative in 
demanding group insurance programs, 
there is a big sales opportunity today in 
selling to employers who can thereby 
get credit from their employes for in- 
stalling plans rather than waiting to 
have it forced on them by the union 
demands, O. A. Krebs, New York City 
group insurance manager said at the 
Aetna Life’; New York City sales con- 
ference. Mr. Krebs emphasized the 
opportunities among small corporations 
which are expanding their business be- 
cause of war contracts. He called atten- 
tion to an advertisement of General 
Motors which pointed out that it had 
18,735 separate organizations as subcon- 
tractors of which 43% employed fewer 
than 100 persons. 

This 43%, Mr. Krebs said, is the finest 
prospecting group that anyone could 
want, for he said he was willing to bet 
that not more than 25% carried group 
insurance. Recalling the Chinese adage, 
“We trip over molehills while looking 
at mountains,” he said that many agents 
pay too much attention to big group 
cases rather than going after those from 
50 to 100 lives. Many cases on sums too 
small to qualify for group coverage can 


Births and Deaths 
Are Higher Than 
a Year Ago 


Both births and deaths in the United 
States are occurring in greater numbers 
than a year ago, according to the 
Monthly Vital Statistics Bulletin issued 
by the Bureau of the Census giving 
provisional birth and death figures for 
May, 1943. 

The provisional birth and death rates 
for May computed on an annual basis 
are 20.3 and 10.5 per 1,000 estimated 
population, respectively. The birth and 
death rates for the corresponding month 
of 1942 are 18.4 and 10 per 1,000 esti- 
mated population, respectively. These 
provisional figures indicate that the birth 
and death rates for May, 1943 were 
higher by 10.3 and 5%, respectively, 
than the corresponding rates for the 
same month of 1942. : 

The infant death rate for 40 states 
and the District of Columbia is 37.1 
per 1,000 live births. This rate is 5.6% 
lower than for the corresponding month 
of 1942. 

A marked acceleration in the rise of 
the birth rate was seen in the fall of 
1942. Although the birth rates for the 
first five months of this year continue 
at a high level, there has been a slight 
drop in the percentage increase in the 
monthly birth rates as compared with 
the rates for the corresponding months 
of the preceding year. The provisional 
birth rate for the first five months of 
1943 is 21.7 per 1,000 estimated popula- 
tion, or 14.2% higher than the rate of 
19 for the same period of last year. 

Beginning in September, 1942, the re- 
ported monthly death rates have been 
higher than the rates for the same 
months of 1941. The crude death rates 
for the months in 1943 continue to be 
higher than the rates for the corre- 
sponding months of 1942. The excess 
has been 2.7% in January and February, 
1.8% in March, and 6.8% in April of 
this year. The death rate for May, 1943 
was 5% higher than that for the same 
month of last year. The _ provisional 
annual death rate for the first five 
months of 1943 is 11.2 per 1,000 popula- 
tion, or 3.7% higher than the rate of 
10.8 for a comparable period of 1942. 

The consistently higher crude death 
rates for the past months as compared 
with the rates for the corresponding 
months of the preceding year have been 


convert it to group as they grow, he 
said. 

Another reason for dealing with a 
small corporation is that there is usually 
only one person to negotiate with. 
Where the agent has to consider the 
board of directors he is likely to find 
that each director has some insurance 
connection that he would like to see get 
the business. 

Another type of group case on which 
Mr. Krebs commented favorably was that 
involving paid-up ordinary life insurance 
along the lines of the International Har- 
vester case. However the company is 
not seeking such cases on less than 1,000 
lives. The plan calls for a death benefit 
equivalent to about a year’s salary. The 
employe’s contribution is about twice the 
usual group insurance contribution or 
$1.20 a month for each $1,000 and this 
goes toward the purchase of paid-up 
ordinary life insurance. Thus the em- 
ploye always has a cash value equal to 
the amount he has put in and the sup- 
plementary amount of group insurance 
paid for by the employer constantly de- 
creases. If the employe leaves he always 
has paid-up insurance. In one recent 
case Mr. Krebs said that the employer 
paid for three years of the employe con- 
tributions. 
a matter of concern. It is indicated that 
the slight excess in mortality is in a 
large measure due to deaths from dis- 
eases of the older ages, namely, the 
cardiovascular-renal diseases. Also, the 
mortality has been higher than expected 
for the cause-of-death group consisting 
of the prevalent diseases of childhood 
and for accidents exclusive of motor 
vehicle accidents. 

The infant mortality rate continues to 
be extremely favorable. Despite the 
increase in the number of infant deaths, 
the infant mortality rate has remained 
low because of a larger increase in the 
number of births. The infant mortality 
rate of 42.5 per 1,000 live births for the 
first five months of 1943 is 4.9% lower 
than the rate of 44.7 for the correspond- 
ing period of 1942. 


War Bond Payroll Plan 
Boosts Salary Deduction 
in Life Insurance 


Sydney E. Coleman of the home office 
agency of Penn Mutual Life firmly be- 
lieves that the war bond payroll deduc- 
tion has boosted the salary savings life 
insurance plan. Many people, he said, 
are realizing for the first time when their 
name is placed on the payroll for a 
stipulated amount of deduction they 
more or less unconsciously eliminate that 
amount from their regular budget and 
adjust their living expenditures accord- 
ingly. He declared that if they have to 
rely on their initiative to make a pay- 
ment each month from their income of 
the amount they want to save all sorts 
of temptations might arise from time 
to time to bring about a postponement. 
The salary savings plan, he says, brings 
forth a realization that substantial cash 
accounts have accumulated more or less 
automatically before the pay check is 
received. These funds will be used for 
the fulfillment of many definite objec- 
tives. 

Mr. Coleman states that a substan- 
tially new market had opened due 
to sO many women entering actively in 
business. He has spent considerable 
time in this new market with very grati- 
fying results. The contracts that are 
written are not particularly large but 
there are a great number of them. 


Missouri Investment Bill Signed 


Governor Donnell has signed the bill 
passed by the Missouri legislature per- 
mitting insurance companies to invest 
their funds in FHA mortgages and notes 


for Lawyers’ Meet 


Insurance Section of Bar 
Association Holds Forth 
in Chicago Aug. 23-25 


Arrangements have been virtually 
completed for the annual meeting of the 
insurance section of the American Bar 
Association in Chicago, Aug. 23-25. 
Chase Smith, general counsel of the 
Kemper companies, is chairman and will 
preside. The membership now com- 
prises about 3,000 and is the largest in its 
history. 

The headquarters of the American 
Bar Association will be at the Drake 
Hotel but the headquarters and the 
meetings of the insurance section will be 
at the Medinah Club. The facilities 
there are most attractive. 

At the opening session the afternoon 
of Aug. 23, Mayor Kelly of Chicago 
and Insurance Director Paul F. Jones 
of Illinois will give welcoming talks and 
there will be an address by Col. Horace 
L. McCoy of the Veterans Administra- 
tion, Washington. 

On Tuesday will be held sessions of 
10 round table groups on various as- 
pects of insurance law, five sessions in 
the morning and five in the afternoon. 
These are devoted to automobile, cas- 
ualty, fire, marine, workmen’s compen- 
sation, practice and pleading, accident 
and health, fidelity and surety, life and 
aviation. 

At the general session Wednesday 
morning addresses will be given by John 
B. Gontrum, insurance commissioner of 
Maryland, and Jennings Randolph, con- 
gressman of West Virginia. 

At each of the round table sessions 
two or three formal papers will be pre- 
sented. These assignments have not all 
been perfected as yet. 





Union Central Roll 
of Agents in Uniform 








As a tribute to the members of its 
field force now on duty with the armed 
forces, Union Central Life has built a 
Roll of Honor display. It stands in the 
reception room of the agency depart- 
ment. 

Patterned after the cover of the com- 
pany’s sales magazine, “The Agency 
Bulletin,” the display is constructed of 
dark-stained birch paneling. The over- 
all height, including the flag standards 
mounted at both sides, is seven feet. 
Two powerful globes hidden in the base 
illuminate a card on which are listed 
the names of 115 Union Central agents 
now in active service. Forty agencies 
are represented. 








that are guaranteed as to both principal 
and interest by the federal government. 


Attitude Revealing 
in Argument on A.P. 


Government's Attorneys 
Exhibit Cynical Ferocity, 
Disregard of Consequence 


NEW YORK — Despite the dissimi- 
larities between news gathering and fire 
insurance there were several points 
about the argument here on the govern- 
ment’s motion for a summary judgment 
in its antitrust suit against the Asso- 
ciated Press which may have signifi- 
cance in view of the federal antitrust 
moves against stock fire companies in 
Atlanta and New York. 

A particularly noticeable feature of the 
case was that though the A.P. has never 
been accused of trying to crowd out 
other news agencies or associations the 
government’s attorneys went into the 
attack exhibiting a highly cynical atti- 
tude, taking the stand that they were 
unmasking a sordid, wholly commercial- 
ized type of enterprise. They scoffed at 
any idea of standards for membership, 
holding that since anyone with enough 
money could buy a paper with an A.P. 
franchise there was no real control over 
the conduct of members. There was a 
noticeable lack of the dignity that might 
have been expected from the govern- 
ment in presenting its case, the federal 
attorneys being apparently imbued with 
an almost fanatical zeal to win their 
point regardless of appearances. 


Question of Size 


Another point which should be of in- 
terest to insurance men was the govern- 
ment’s line of argument based on the 
A.P.’s size. Though the antitrust divi- 
sion has never conceded that it consid- 
ers mere size to constitute a monopoly 
or boycott of competitors, its position, 
by inference at the A.P. hearing, was 
apparently that if an organization is big 
enough it is necessarily subject to the 
Sherman antitrust act. It will be recalled 
that in its Atlanta case the antitrust di- 
vision called attention to the high per- 
centage of insurance written by stock 
companies. 

Another significant point about the 
hearing on the A.P. suit was the entire 
absence of any suggestion on the gov- 
ernment’s part for an alternative. The 
government’s attorneys were quite frank 
in admitting in the court that they had 
no idea what the result would be if its 
suit against the A.P. were successful. 
The government has apparently given 
no thought to the fact that if the A.P. 
were forced to let down its bars and ac- 
cept all applicants it would then become 
a gigantic monopoly, since other news 
services would then have a much more 
difficult time finding a market for their 
services. In this way the very result 
which the government seeks to avoid 
would be brought on in an aggravated 
form. 


California Ruling on Loans 
on Joint Property Interests 


SAN FRANCISCO—Neil Cunning- 
ham, California deputy attorney-general, 
has given Commissioner Caminetti an 
opinion that life insurance companies 
may make mortgage loans to one joint 
owner of property owned in joint or 
common tenancy. The opinion states 
that the only question is whether a loan 
of this type is properly secured and 
hence that such an investment may be 
considered an admitted asset as long as 
the interest of the joint owner is ade- 
quate to cover the indebtedness. 
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Little Market for 
Insurance on 
Japanese-Americans 


There is little or no insurance market 
for the Japanese-Americans, many of 
whom have sought to buy some prop- 
erty insurance, such as automobile cov- 
erage, and life and accident and health 
protection. The declination of such of- 
ferings by insurance offices is based 
not on political but on underwriting 
considerations. Even established busi- 
ness firms of Americans of Japanese 
ancestry which before Pearl Harbor 
were able to get insurance now find it 
extremely difficult if not impossible to 
do so. 

The feeling of the underwriters is 
that no matter how loyal the Japanese- 
Americans may be, nor how soundly 
managed and well kept their property, 
if any tension should develop between 
Americans and  Japanese-Americans, 
damage to the latter’s property and 
possibly even injuries and fatalities are 
liable to result. 

A number of Americans of Japanese 
ancestry have been scattered through- 
out the country by the war relocation 
authority. Some of them have money 
and a number would buy property and 
life and accident insurance if they 
could get it. Consequently, it is not 
strictly a localized problem along the 
Pacific Coast. Almost 2,500 Japanese- 
Americans have found work and 
homes in the Chicago area. 


SITUATION ON PACIFIC COAST | 


West Coast Life wrote a good volume 
of business on Japanese prior to Pearl 
Harbor, but is not writing it now on 
the Coast. Occidental Life will write 
Japanese who are American citizens. 
California-Western States Life ceased 
writing this business after Pearl Harbor. 

Apparently none of the companies will 
take health and accident business on 
Japanese-Americans, and there seems 
not to have been much of this type of 
business before the war. 

The companies say that even if a few 
companies could get all the Japanese 
business offered it would not be profit- 
able to make a drive for it. Many of 
the citizen Japanese are getting employ- 
ment in various cities through govern- 
ment employment agencies or other- 
wise. So far the experience with them 
has been very satisfactory. Many of 
them have had to take ordinary posi- 
tions and they usually are employed in 
groups. The companies do not fear 
the moral hazard but it is entirely the 
fear of prejudice against the Japanese 
on part of witnesses and juries. 





N. Y. Department Warns 
of Burial Agreements 


NEW YORK—The New York de- 
partment will from now on prosecute 
violators of section 165 of the insurance 
law which prohibits organizations, 
whether subject to departmental regula- 
tions or not, from making burial agree- 
ments which restrict the deceased’s 
family in designating a funeral director 
in order to obtain the funeral benefits 
to which they are entitled. Hitherto 
the department has let violators off 
with a warning, which was sufficient to 
bring them into line but recently one 
of these societies questioned the depart- 
ment’s authority and the department 
obtained an opinion from the attorney- 
general upholding its postion. 





Watts Agency Record 

The Watts Chicago general agency 
for the Pacific Mutual Life, headed by 
John L. Watts, general agent, and John 
L. Watts, Jr., assistant general agent, 
shows a gain of more than 100% in- 
crease in production for first six months 
compared to the same period in 1942. 
It has six producers qualifying for 
membership Big Three Club, headed 
by Samuel Maybish, who is in the $500,- 
000 division. 


Nelson, Anderson, 
Chapin Advanced 


ST. PAUL—N. H. Nelson and Carl 
R. Anderson have been elected vice- 
presidents and Walter Chapin assistant 
actuary of Minnesota Mutual Life. 

Mr. Nelson has been with Minnesota 
Mutual 20 years and has been treasurer 
since 1939. He is secretary of the A.L.C. 
Financial Section. 

Mr. Anderson has been with the com- 
pany since 1921 and has been secretary 
since 1929. 

Mr. Chapin’s connection with Minne- 
sota Mutual dates from 1925. He has 
been superintendent of the actuarial de- 
partment. He is a Harvard graduate. 





Connecticut Department 
Is Being Reorganized 


HARTFORD—Commissioner Allyn 
in a reorganization of his department 
has dismissed Pietro Diana as a junior 
examiner and combined the insurance 
agents’ examining and licensing bu- 
reaus under Joseph H. Maurice, who 
joined the department in 1923 after 
serving with Phoenix Mutual Life. Mr. 
Allyn plans to make changes in exami- 
nation procedure to increase efficiency 
and is surveying all departmental op- 
erations with a view to greater econ- 
omy, possibly through release of more 
employes Mr. Maurice, who has been 
supervisor of agents’ licenses, will con- 
tinue to interview applicants, and will 
also direct examinations. 

Mr. Diana, who had held his post for 
six years after being transferred from 


the banking department, is a_ well- 
known Democratic leader in Connecti- 
cut. 


Midland Mutual Life Club 
Membership Largest Ever 


Midland Mutual Life’s club year ended 
June 30 with 45 agents qualifying. Their 
combined paid-for writings totaled $7,- 
046,136, excluding annuities. Top 
production honors were awarded 24 men 
who fulfilled the production and per- 
sistency requirements for the President 
Club. This is the largest membership 
since the club was started in 1939. 

Harold J. Plack, Peoria, Ill., general 
agent, was the leading producer and 
becomes president of the President Club. 
He has been a member of the club since 
its inception. For the club year just 
ended, his personal production was more 
than $344,000, with 86% of his business 
renewing in the second policy year. J. N. 
Sokohl, Philadelphia general agent, paid 
for the next largest volume and be- 
comes vice-president of the club. His 
second year renewal was 94%. H. D. P. 
Thomas, Baltic, O., of the Tice & Jeffers 
Columbus, agency, ranked third and is 
club secretary. 

Twenty-one memberships were award- 
ed in the Leader Club. Cash pay-offs 
are based on volume and persistency, 
the same as for President Club, except 
that volume requirements are slightly 
lowered. 





Georgia Tax Invalid 


In a decision for Metropolitan Life, 
the Georgia supreme court has held that 
a tax may not be imposed in Georgia 
upon a foreign insurer on mortgage notes 
unless they were issued in connection 
with the company’s insurance business 
in Georgia. Metropolitan Life was 
resisting payment of a tax assessed in 
1937 by the Fulton county (Atlanta) 
assessors. The court held that a promis- 
sory note executed by a resident of 
Georgia and owned by a non-resident 
and held at its home offices outside of 
the state is not to be taxed in Georgia 
only if it is derived from or used as an 
incident of property owned or business 
conducted by the non-resident or his 
agent in Georgia, and this is true al- 
though the note may be secured by a 
mortgage on land situated in Georgia. 


Peacetully to Rest 
at Arlington 


The last respects were paid Col. 
C. B. Robbins, manager and general 
counsel American Life Convention, at 
Arlington Cemetery Saturday. He 
served with distinction in the Spanish- 
American War, the Philippines insur- 
rection and the first world war. Later 
he was assistant Secretary of War un- 
der President Coolidge. He died in 
St. Luke’s Hospital, Cedar Rapids, of 
complications that followed a major 


operation performed in Chicago late 
last October. 
Among the honorary pallbearers 


were Gen. George C. Marshall, chief of 
staff; Maj. Gen. John A. Hull, Brig. 
Gen. Frank E. Lowe; Col. F. Trubee 
Davison and Col. Ralph C. Bishop, 
representing the army; former United 
States Senator Clyde L. Herring of 
Iowa, R. Leighton Foster, general 
counsel Canadian Life Insurance Offi- 
cers Association; Holgar Johnson, 
president Institute of Life Insurance; 
James A McLain, president Guardian 
Life; Charles G. Taylor, Jr., first vice- 
president Metropolitan Life; Howard 
W. Kacy, first vice-president Acacia 
Mutual Life, and Ralph H. Kastner, 
associate counsel American Life con- 
vention, 

The body arrived in Washington 
from Cedar Rapids about noon Satur- 
day. Colonel Bishop, on behalf of the 
army, met the members of Colonel 
Robbins’ family who accompanied the 
remains to Washington. His_ son, 
Capt. L. F. Robbins, who is stationed 
at Camp Hood, Tex., and his two 
daughters, Mrs. Alvin W. Allen of 
Cedar Rapids, and Mrs. T. C. Yarnall 
of Akron, O., were in the funeral party. 
as were Mrs. Yarnall’s husband and 
R. H. Kastner, representing the Ameri- 
can Life Convention. 


Services at Cedar Rapids 


In Cedar Rapids the state of Iowa, 
the city of Cedar Rapids and leaders of 
the bench, business circles, the mili- 
tary and hundreds of others paid their 
last respect to Colonel Robbins, whom 
Governor B. B. Hickenlooper of Iowa, 
speaking at the services, described as 
“one of the stalwart pillars of his 
generation.” 

The funeral services were in the 
First Presbyterian church. Dr. Robert 
Little, pastor, declared of Colonel Rob- 
bins: “He wrote his own biography 
in terms of greatness and nobility.” 

Also participating in the services 
were officers and members of Crescent 
Lodge No. 25, who conducted the 
Masonic rites, and members of Han- 
ford Post, American Legion, in Cedar 
Rapids. The flag-draped casket was 
flanked by the flag of the Assistant 
Secretary of War, as well as an Ameri: 
can flag which was presented to him 
at that time by chief of the various 
branches of the army. Flags of the 
United Spanish war veterans and of 
the American Legion also stood silent 
guard. Legionnaires formed the guard 
of honor. 





Research Bureau-A.L.A.O. 
Parley in Chicago Nov. 16-18 


The annual joint meeting of the Sales 
Research Bureau and Life Agency of- 
ficers will be held at the Edgewater 
Beach Hotel, Chicago, Nov. 16-18. 





May Extend Group 
Rating Plan to Navy 


WASHINGTON—Efforts are being 
made to secure coordination of plans 
for application of the War Department 
group insurance rating plan to certain 
operations or projects in connection 
with the Navy. 


Life Salesmen Need 
fo Follow Their 
Old-Time Courses 


Plenty of Prospects in 
All Groups for Alert 
Agents 





By RALPH E. RICHMAN 


BOSTON, MASS.—When Metropol- 
itan Life began writing accident insur- 
ance in 1921, one purpose was to get its 
men off the debit one or two afternoons 
a week making calls on Main street, us- 
ing accident insurance sales as the 
ground breaker for life insurance pres- 
entations to follow. At that time sales 
managers of the commercial writing ac- 
cident companies said they were not 
disturbed by the Metropolitan move. 
because the agents of the commercial 
writing companies had regular and. con- 
stant contacts with the commercial buy- 
ers up and down Main street, and that 
essentially there would be no change in 
the insurance allegiance of these com- 
mercial buyers. 


Manager Explains Plans 


A. few months ago, a well known 
Metropolitan Life manager spent half a 
day explaining methods of selling ordi- 
nary life insurance to war workers for 
the benefit of a superintendent of agents 
of one of the largest ordinary writing 
companies. As the superintendent of 
agents left, his Metropolitan friend said 
to him: “Bill, I would be glad to give 
you all this information you want, even 
if I knew that many of your men would 
use it, because we have more prospects 
today than we can take care of. How- 
ever, yOur men will not use it because 
they will not change their work habits 
to handle the industrial market we have 
been working in.” 

The fundamental truth back of the 
comment regarding Metropolitan acci- 
dent insurance selling on Main street 
in 1921 and the Metropolitan manager’s 
comment on selling war workers in 1943 
is the keynote to an understanding of 
what an agency force is likely to do in 
these times selling life insurance to war 
factory workers. The inertia developed 
by long established work habits pre- 
vents the insurance salesman trained 
primarily in the sale of ordinary life to 
white collar and executive workers from 
transferring his sales efforts to an en- 
tirely different group. It is undoubtedly 
true that the man in the industrial of- 
fice has made a much greater approach 
toward the successful selling of the man 
on Main street than has the full-time 
ordinary life salesman in an approach 
to selling the war factory worker. 


Ordinary Life Men Work in Office 


The ordinary life worker has been 
accustomed to doing most of his selling 
in an office. Most of the selling of the 
war worker must be done in the home. 

Most insurance salesmen outside in- 
dustrial offices have been doing most of 
their selling in the daytime with night 
calls the exception. Selling ordinary 
life to war workers means that night 
selling will be a regular procedure. 

The insurance salesman outside in- 
dustrial offices has been in the habit of 
doing most of his selling in the presence 
of the prospect only. Most of the sell- 
ing of the war worker will be done in 
the presence of the wife and possibly 
some of the older children. 

The life insurance salesman outside 
industrial offices has too often felt that 
using a visual sales kit was a handicap 
and sometimes marked him as an in- 
ferior type of salesman. Selling the 
war worker and his wife can best be 
done with the aid of plenty of pictures 
and diagrams. The salesman at ease 
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with this kind of material has a decided 
advantage. 

Men sell well when they are at ease. 
Few men have the faculty of feeling at 
ease themselves with all types of people 
and fewer still have the faculty of mak- 
ing all types of people feel at ease in 
their presence. The insurance salesman 
who has been calling on bank clerks, 
secretaries, lawyers, doctors and execu- 
tives, very often finds himself ill at case 
in the presence of the welder, the car- 
penter, the tester and the shop foreman. 
The man who has been calling on these 
people all his life has a decided advan- 
tage. 
Business Stays on Books 


Even in these war days the war 
worker, making from $40 to $80 a week 


and following the custom of paying bills 
with cash may not have a quarterly pre- 
mium in hand. Maybe the insurance 
salesman outside industrial offices may 
be discouraged by this, yet those who 
are selling these war workers constantly 
find that they can get the premium 
within a week and that once the busi- 
ness is on the books today, it stays. 

Managers of ordinary life agencies and 
sales directors of the ordinary only 
companies, looking at their reduced 
sales forces, are convinced that the best 
field for their agents is still among the 
groups where they have been accus- 
tomed to work. The overwhelming pro- 
portion of the savings power is still in 
the hands of those earning $2,500 or 
more a year. There are plenty of peo- 
ple in this group besides war workers 
to keep the ordinary life salesman busy. 
Particularly is this true since farmers 
are getting into large cash incomes. 


Still Have Surplus Earnings 


In spite of higher taxes and_ the 
higher cost of living, those with in- 
comes of $3,000 and above find them- 
selves with surplus earnings. The au- 
tomobile has been paid for, or will soon 
be paid for, and no other can be bought. 
Durable goods like refrigerators and 
washing machines cannot be purchased. 
Luxuries will snag or will bear ex- 
ceptionally high taxes 

For all these reasons, but chiefly be- 
cause there are still plenty of good pros- 
pects for all insurance salesmen among 
the people upon whom they are accus- 
tomed to call, sales managers are not 
seeking to force their agents to culti- 
vate the war-worker market. 

However, what all life companies and 
their sales managers are trying to do is 
to get their salesmen to follow their 
present natural clientele when they do 
get into war industries. There lies the 
real danger for a salesman who will not 
adapt himself. As the number of men 
in the war factories and industries keep 
growing, the insurance salesman must 
change his habit of work if he is to con- 
tinue to sell and to serve those who 
have been his clients. 








~ Convention Dates 


July 21-22, National Negro Insurance 
Association, Chicago, 4455 South Park- 
way. 

Aug. 24-25, Insurance Section American 
Bar Association, Chicago, Drake Hotel. 

Sept. 13-14, International Claim Asso- 
ciation, Chicago, Edgewater Beach Hotel. 

Sept. 13-16, National Association of 
Life Underwriters, Pittsburgh, William 
Penn Hotel. 

Sept. 25-27, 
Association, Chicago, 
Hotel. 

Sept. 28-30, National Fraternal 
gress, Cleveland, Hotel Cleveland. 

Oct. 4-7, American Life Convention, 
Chicago, Edgewater Beach Hotel. 

Oct. 15-16, Institute of Home Office 
Underwriters, Chicago, Edgewater Beach 
Hotel. 

Oct. 13-14, Actuarial Society of Amer- 





Life Office Management 
Edgewater Beach 


Con- 


ica, New York City, Waldorf-Astoria 
Hotel. 

Nov. 16-18—Research Bureau and Life 
Agency Qfficers, Chicago, Edgewater 


Beach Hotel. 

Dec. 2-3, Association of Life Insurance 
Presidents, New York City, Waldorf- 
Astoria. 

Dec. 5-6, National Association of In- 
surance Commissioners, mid-year meet- 
ing, New York City, Pennsylvania Hotel. 
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PALMER ANDERSON 


Palmer Anderson, the new manager 
of Connecticut General Life at Minne- 
apolis, has been assistant manager there 
since 1940 and he has had life insur- 
ance experience since 1930. He takes 
the place of David J. Luick, who is 
going with Marsh & McLennan in a 
production capacity in Chicago. 





Migratory Health lenditions 


Tue NATIONAL UNDERWRITER has ob- 


tained from the United States Depart- 
ment of Agriculture, Farm Security 
Administration, the list of addresses 


and names of persons in charge of 


migratory labor health associations. 
The story of these projects was con- 
tained in the June 24 edition. Five as- 


sociations are operating at the present 
time and two more are just being or- 


ganized. 

Those in operation are: Migratory 
Labor Health Association, Comeau 
building, West Palm Beach, Fla., W. J. 


Richards, manager; Texas Farm Labor- 
ers Health Lc atine. FSA Regional 
Office, Parry avenue at Commerce 
street, Dallas, H. E. Prater, manager; 
Agricultural Workers Health & Medi- 
cal Association, 417 Market street, San 


Francisco, H. W. Travis, manager; Ag- 
ricultural Workers Health Association, 
FSA Regional Office, Terminal Sales 
building, Portand, Ore., S. Kerby Mil- 
ler, manager; Atlantic Seaboard Agri- 
cultural Workers Health Association, 


7240 Wisconsin avenue, Bethesda, Md., 
H. R. Wood, manager. 

The officers that are in process of or- 
ganization are Midwestern Agricultural 
Workers Health Association, FSA 
Regional Office, 342 Massachusetts ave- 
nue, Indianapolis, and Great Plains 
Agricultural Workers Health Associa- 
tion, FSA Regional Office, 950 Broad- 
way, Denver. 





Pension Trusts at Huntington 

A two-day clinic on pension trusts 
was held at Huntington, W. Va., under 
the sponsorship of Pryce M. Haynes, 
manager of Bankers Life of Iowa. The 
sessions were conducted by Attorney 
J. E. Rappaport, a specialist in business 
ilisurance, trusts and estate practices. He 
observed that pension trusts are vital 
factors in cementing employer-employe 


relations, in reducing employe turnover 
and increasing work incentive, greater 
productive effort and profits. Pension 


trusts are designed to provide employes 
with a reasonable retirement pension to 
supplement their social security bene- 
fits when they reach the normal retire- 
ment age. A pension trust amortizes 
the progressive deterioration in| man- 
power that comes with increasing age. 
Life insurance and annuity contracts are 
the prime medium through which the 
values may be attained and maintained. 


N. Y. Moves Radiant 
the Fly-by-Nights 


NEW YORK—As part of its effort 
to curb unauthorized, fly-by-night medi- 
cal, dental and optical expense plans 
that have sprung up in the wake of 
legitimate organizations, the New York 
department has brought a complaint 
against one of these unauthorized con- 
cerns which is being submitted to the 
grand jury here this week. 

Most of these outfits operate among 
Negroes or the poorer class of white 
persons. The one against which the 
complaint was made had some _ 400 
members and promised medical, optical, 
dental and funeral benefits. The usual 
plan is to give the insured the names 
of several doctors on whom he can call 
in the event of illness or accident, the 


understanding being that the doctor 
will make no charge for his services 


but will only charge for medicines. It 
is obvious that the medicine pays the 


physician enough so that he loses no 
money on the deal. Similarly, dentists 


make no charge for anything except 
materials, which, of course, allows 


plenty of leeway. 
Often One-Man Affair 


Very often the concern is a One-man 
affair operated solely for the benefit of 
its organizer. conspicuous excep- 
tion to the general run of these con- 
cerns is a 40-year old plan which has 
been allowed to continue without li- 
cense, since it is older than the law 
regulating these plans. It operates on 
an entirely legitimate basis. 

The big problem in curbing the fly- 
by-night type of outfit has been the 
difficulty of getting witnesses. Many 
of those victimized are ignorant of the 
fact that they have redress through the 
insurance department. Those who do 
complain can usually be bought off or 
intimidated. The popularity of regular 
hospitalization and insurance plans 
paves the way for such schemes. 


Urges Premium Credit on Tax 


WASHINGTON — Calling attention 
to H. R. 2541, introduced by himself, 
Representative Goodwin urged passage 
of legislation to permit deductions for 
income tax purposes of life insurance 
premiums paid up to $1,000 a year. 
Forecasting that many policies will 
lapse through failure to keep up pre- 
miums, Mr. Goodwin said his bill is 
anti-inflationary, and would promote 
victory by encouraging purchase of war 
bonds. 

“All life insurance companies are now 
investing practically all new moneys in 
government bonds,” said Mr. Goodwin. 
“The buying and holding of life insur- 
ance for the protection of families and 
dependents has been one of the stabiliz- 
ing influences of American life, and a 
wholesale cancellation of such insurance 
in this perilous period of our national 
economy would be correspondingly dis- 
astrous.” 


Bureau School in Chicago 


About 60 general agents and managers 
are attending the Sales Research Bureau 
School that opened at the Edgewater 
Beach Hotel in Chicago. It will run 
until July 23 and then a second school 
will commence July 26. From the Bu- 
reau headquarters are L. W. S. Chap- 
man, B. N. Woodson, Ward Phelps, J. E. 
Scholefield and R. N. Ford. 

The bureau had just finished a similar 
school at Connecticut University. 


Actuarial Society Meeting 


The date for the annual meeting of 
the Actuarial Society of America has 
been changed to Oct. 13-14. The ses- 
sions will be held at the Waldorf-Astoria 
Hotel in New York City. The meeting 
was originally scheduled for a week 
earlier, but this was found to conflict 
with the annual meeting of the American 
Life Convention. Members of the 
American Institute of Actuaries have 





Rid 16, 1943 


been invited to attend the Actuarial 


Society’s meeting. 


Active in Farm Field 

Equitable Society is making a very 
active bid for farm business, particu- 
larly in the middle west. It has started 
an advertising campaign, taking 12 full 
page advertisements to appear alter- 
nately in “Successful Farming” and 
“Capper’s Farmer.” The first insertion 
appears in the July issue of “Successful 
Farming.” While the drive is made in 
the central west, naturally the appeal 
will be to farmers in any direction. 


Union Asks Life Annuities 


The National Maritime Union will 
call for new legislation to guarantee life 
annuities for disabled seamen, it has an- 
nounced, instead of the $5,000 awarded 
them by the WSA at the present time. 
Legislation will be necessary to bring 
about the change, according to W. L. 
Standard, general counsel of the union, 
because while the War Shipping Admin- 
istration has the power to grant an an- 
nuity type of compensation, it has not 
agreed to do so. 


“Who Writes What?” will quickly an- 
swer all those bothersome questions for 
you. Get yours now from National Un- 
derwriter. $2.50. 





* MILDRED F. STONE, 
AGENCY FIELD SECRETARY 
OF THE MUTUAL BENEFIT, 
IS TALKING THESE DAYS TO 
MANY PROSPECTIVE WOMEN 
AGENTS. TO SUPPLEMENT 
HER INTERVIEWS, SHE USES 
THE NEW “LIFE UNDERWRIT- 
ING—-A CAREER FOR 
WOMEN.” 


* o 


MISS STONE SAYS: “I have 
been using the book constantly in 
recruiting work with women and 
I find that it has a simply mar- 
velous reception from those who 
are thinking about the life insur- 
ance field. Any general agent who 
is talking to prospective women 
agents is missing a most effective 
aid when he does not use ‘Life 
Underwriting — A Career for 
Women.’ ” 
* * * 


THIS IS THE BOOK which you 
will remember was written by 
the members of Woman’s Com- 
mittee of the National Associa- 
tion of Life Underwriters. With 
great validity, they tell the story 
of life underwriting as a career 
for women. 
ok * * 


IT IS INDEED the book of the 
year for the agency builder who 
is thinking in terms of women as 
prospective life underwriters. 


PAUL SPEICHER 
Managing Editor 


THE INSURANCE 
RESEARCH & REVIEW SERVICE 
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laceuhons Concern 
Wins First Round 


(CONTINUED FROM PAGE 5) 


to exchange their contracts for certifi- 
cates issued by the subsidiary. Contract 
holders who make the switch must pay 
an additional loading charge for com- 
missions and fees. 

It was announced from Des 
that District Judge Meyer had 
an order making Commissioner Fischer 
of that state temporary receiver of se- 
curities of the Investors Syndicate on 
deposit with the Iowa department 
amounting to some $5,000,000. 

Attorneys for the Investors Syndicate 
claim that it was solvent and there had 
been no violations of the law. They de- 
clared that they had always cooperated 
with the SEC. 

The SEC charged the Investors Syn- 
dicate and its auxiliaries, the Investors 
Syndicate of America, and the Investors 
Mutual of Arizona of committing “gross 
misconduct” and “fraudulent practices” 
in selling certain investment securities. 

The restraining order would have pre- 
vented the concern from making pay- 
ments to certificate holders and would 
impound instalment payments and loan 
repayments pending adjudication of the 
complaint. The SEC charged the In- 
vestors Syndicate with “switching” in- 
vestors from original, high interest bear- 
ing certificates to substitute low yield 
or more speculative securities. Chief 
SEC Counsel Edward Cashion asserted 
that some salesmen represented the 
“switch” certificate as returning higher 
vields than war bonds and they were of 
better quality, it was claimed. It was 
also. charged that some _= salesmen 
claimed the “switch” as necessary be- 
cause Congress had forbidden payment 
of high interest rates. 

Counsel for the Investors Syndicate 
contended that there was nothing in the 
SEC act that said the company cannot 
do business as it is doing now. The 
company, they continued, could go on 
doing what it has been doing even if a 
restraining order was issued because the 
law does not prohibit the company from 
doing business as it is. Attorney Op- 
penheimer said the Investors Syndicate 
should be permitted to continue “doing 
business as normal.” Then he con- 
tended that an injunction on making 
payments would create incalculable 
hardships. 


Moines 
issued 


Erickson Assails Holding 
Meeting in New York 


(CONTINUED FROM PAGE 3) 

be mild. Had those pioneers been 
made up of that kind of material we 
most likely would still be singing ‘God 
Save the King’ and there would have 
been no Boston Tea Party. It was 
through disagreement and _ willingness 
to fight for what they thought was 
right that made them patriots that we 
honor today.” 

Mr. Erickson said that one of the 
eastern commissioners asked him how 
he expected the easterners to go west. 
“Whv not reverse this question?” he 
asked. “Why do us westerners always 
have to come east? We, too, have to 
live within our appropriations and my 
friend, Mr. Burt of South Dakota gets 
$200 for travel for two years. How of- 
ten can he go to New York? Of 
course we can stay at home. We don’t 
even have to donate to the association 
but we do and as members we ought 
to be given consideration. At the 
meeting I suggested St. Louis for a fall 
meeting place. That was only a sug- 
gestion on my part and should the 
Present committee after due consulta- 
tion with W ashington — on Kan- 
sas City, Des Moines, St. Paul, Minne- 
apolis or anv other es west town 

have no comment.” 

He said he takes exception to the 
Statement of one commissioner that the 
meeting had to be held in New York 
because the Life Presidents Association 


LIFE anmasheintamanad EDITION 


meeting is held there. “That reminds 
me of a picture Commissioner Julian 
of Alabama sent me for Christmas one 
time of himself and his two dogs. The 
question in my mind is do the dogs 
wag their tails when Mr. Julian speaks 
or does Mr. Julian tell a good southern 
story when the dogs wag their tails?” 


Treasury Rules on Enemy 
Nationals’ Policy Payments 


(CONTINUED FROM PAGE 4) 


ciation of Life Underwriters of which 
he is a past director. 
Mr. Parsons is one of the leading 


producers on the Coast. <A native of 
Toronto, he served for four years over- 
seas with the Canadian forces during 
the former war and returned with the 
rank of lieutenant-colonel. In 1925 he 
became an agent for Travelers in To- 


ronto and soon ranked as one of its 
leading producers in the Dominion. 
Three years later he sold his business 


in Toronto and signed a contract with 
the Los Angeles agency of Travelers 
where he has led all the agents of that 
company in personal production since 


that time. His average number of 
cases over the past 15 years has been 
approximately 150 and his average paid 
production $1,200,000 annually. Last 
year he paid for $1,750,000 for 203 cases, 
which included no group, annuities or 
pension trust business. He has qualified 
seven times for the Million Dollar 
Round Table. He is national commit- 
teeman for the Los Angeles association. 


Costello, Guon, Parsons 
to Be N.A.L.U. Speakers 


(CONTINUED FROM PAGE 5) 


visions are implemented by a prohibition 
on dealings in financial instruments im- 
ported on or after Aug. 25, 1943. The 
export restrictions are operative imme- 
diately. 

General license number 86 authorizes: 
(1a) payment of premiums and interest 
on policy loans with respect to any 
blocked life policy and (1b) issuance, 
servicing or transfer of any blocked life 
policy in which the only block interest 
is that of one or more of the following: 


9 


Member of this country’s armed forces 


or a person accompanying such forces 
including personnel of American Red 


U.S.O. and similar other organi- 
zations; officer or employe of United 
States, or citizen of United States resi- 
dent in a blocked country not within 
enemy territory, and issuance, servicing 
or transfer of any blocked life policy 
in which the only blocked interest other 
than that of a person in section 1b of the 
regulations is that of a beneficiary. The 


Cross, 


regulation does not authorize any pay- 
ment to the insurer from any blocked 
account in which an enemy national 


other than a person specified in section 
1b has an interest, or from any other 
blocked account except a blocked ac- 
count of the insured or beneficiary; or 
any payment by the insurer to a national 
of a blocked country unless payment 
is made by deposit in a blocked account 
bank in the name of a 


in a domestic 
national who is the ultimate beneficiary 
thereof. 

Any life policy, annuity contract or 


contract supplementary thereto in which 
there is a blocked interest is interpreted 
to be a blocked life insurance policy 
under the terms of the regulations. 
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OR its current national advertisement NWNL 

has borrowed the adage that the Chinese pay 
their doctor only so long as he keeps them well. 
Whether legendary or not, this shrewdly devised 
relationship serves to illustrate the principle that 
NWNL agents under the Arnold System are paid, 
not primarily for new insurance they sell, but for 
keeping their clients’ insurance programs in good 


health. 


The purpose of the Arnold System, as smmouneed 
in 1939, is “to better reward better service 
how well it is accomplishing this is shown = the 
fact that over the four year period 1938-42 the 
average annual income of Arnold System agents 
increased 75 per cent. That its effect is to encour- 
age a higher quality, more efficient agency opera- 
tion is attested in many ways, not the least of 
which is the fact that average monthly produc- 


tion of new agents contracted during 1942 was 
more than twice as large as that of agents placed 
under contract in 1938. 

Such a soundly conceived system of compensa- 
tion, geared to public demand and to current needs 
of the business and harnessed with modern selec- 
tion and training programs, helps to explain 
NWNL/’s vigorous, healthy growth, the result of a 
steadily growing body of satisfied policyholders. 
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Upward Trend of New Sales Per 
New Agent Placed Under Con- 
tract in NwNL. 
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Act aa Meet A. ra H. 
Criticisms 


(CONTINUED FROM PAGE 3) 
insurance that stresses benefits and does 
not make clear the limitations of the 
policy or policies; underwriting of risks 
so that it is not clear to the insured at 
the time the policies are written that the 
insured may not have coverage because 
of certain physical conditions that ex- 
isted before the application was made, 
and the makeup of some policies is con- 
fusing and could be considerably im- 
proved. 

Government Departments Must Act 

There has been much criticism of 
government bureaus and departments 
and their methods of operation, he said. 
However, they do have to act. A method 
such as he suggested would, he said, be 
a much better way of handling the sit- 
uation than if the department were to 
issue orders and_ regulations which 
might seriously affect those whose op- 
erations are quite satisfactory as well as 
those guilty of bad practices. 

Mr. Jones pointed out that the insur- 
ance people are much more familiar with 
their business and the effect upon it 
which a piece of legislation or depart- 
mental order would have than those in 
the department or the legislature. On 
the other hand, the department is thor- 
oughly familiar with the criticisms and 
complaints that are made. Through a 
committee of this kind there can be co- 
operation in the settlement of difficul- 
ties. He indicated that this committee 
would have access to the complaints 
which the department receives so that it 
can act intelligently in recommending 
changes in practices, policy forms, etc. 

Precedent for this method of meeting 
the problems in the health and accident 
field was established last year when Mr. 
Jones called on the casualty companies 
to appoint a committee to look into 14 
or 15 matters which were troubling the 
department or on which they had had 
complaints. Mr. Jones was quite agree- 
ably surprised at the success of this ef- 
fort. The committee, which was com- 
posed of five representatives of the 
casualty companies, promptly went to 
work, and it was not long before the 
complaints were all cleared up. This 
committee will be helpful in the future 
when other matters arise and the depart- 
ment can call on it for assistance in get- 
ting other problems straightened out 
should they arise. 


Jones Simply Suggests 


Mr. Jones made it very clear that what 
he was doing was simply suggesting this 
method as a method that would be pref- 
erable to any other he knows of. With- 
out some such scheme, he said, the de- 
partment can only do the best it can. 

A procedure of this kind might very 
well establish a precedent and set a pat- 
tern that could be followed in other 
states, he said. 

J. W. Ross, chief of the policy exam- 
ination department; Marion Burks, as- 
sistant director, and N. P. Parkinson, 
deputy director, accompanied Mr. Jones 
from Springfield. 


Stresses Complete 
Sales Talk Mastery 


(CONTINUED FROM PAGE 3) 





Coolidge, superintendent of agencies. 
“Is it orderly or confused, concise or 
rambling? Does your presentation give 
you confidence in yourself and eagerness 
to seek interviews?” 

Mr. Coolidge said that experience in 
the home office school had convinced 
him that if a sales presentation met all 
these qualifications and was also good 
enough to be “disturbing” to the pros- 
pect and yet was not a habit talk the 
agent must be a genius. He expressed 
the conviction that most life insurance 
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salesmen are giving completely master 
presentations or else giving poor ones. 
The objections that are advanced 
against prepared sales presentations are 
first that they sound canned and second 
that they are hard to master, said Mr. 
Coolidge. As to the first point, he 
agreed that nothing sounds worse than a 
presentation that sounds canned but that 
this merely means that the presentation 
has been poorly memorized. He pointed 
out that nearly everyone has been in 
amateur theatricals at one time or an- 
other and then asked his listeners to re- 
call the difference between the first time 
the actors read their lines and the fin- 
ished performance they gave when they 
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were sure in their parts. He said it was 
the same at the home office school with 
the estate control presentation. 

“T have never heard a life insurance 
man who had completely mastered a 
sales presentation say that it sounded 
canned,” he said. 

As to the second objection, that a 
prepared sales presentation is difficult to 
master, he agreed but said that it was 
not too hard in view of the reward. 

“Suppose your general agent were to 
offer a $1,000 prize for the best sales talk 
presented in the next 30 days,” he said. 
“Would you depend on the spur of the 
moment? No, you would put in more 
work on it than ever before. Well, the 
general agent is not offering that prize 
but the public is. 

“Or suppose you were given 10 min- 
utes of radio time to discuss your busi- 
ness. Would you ad lib? No, you would 
polish and sandpaper your talk.” 

Mr. Coolidge recounted an amusing 
incident to show that the Aetna’s estate 


control plan worked effectively even 
though not completely mastered. An 
agent became enthusiastic about the 


plan and after skimming through it went 
to see a prospect who bought $25,000 of 
new insurance. This made the agent 
feel very happy but he was somewhat 
deflated when just as he was about to 
leave with the check the buyer said, 
“This estate control plan is a wonderful 
thing. I only hope that some day some- 
one who really understands it will ex- 
plain it to me.” Mr. Coolidge said that 
“we know of no one who is using the 
estate control plan as it is supposed to 
be used who isn’t getting results.” 

He cited a number of figures to show 
how agents had improved their selling 
by mastery of the estate control plan. 
He also touched on the value of the 
thrift plan sales talk, saying that one 
man had sold 80 cases on this basis 
alone in one year and another had sold 
18 cases in three days and these were to 
prospects whom he considered mediocre 


because he didn’t want to try out the 
plan on good prospects. 
R. W. Wilkinson, agency assistant, 


stressed particularly the way the use of 
the wrong word can throw a sales pres- 
entation off. A big danger is that the 
wrong word may bring on an argument 
which the agent may win, though losing 


the sale. For example, in the estate con- 
trol presentation the agent says, “I sup- 
pose you want to send your children to 
college?” The answer of course is the 
affirmative one that the agent wants to 
get. He goes on to say, “Then it prob- 
ably wouldn’t change your wishes if you 
were taken out of the picture—you’d still 
want them to go, wouldn’t you?” 

The important word in that passage is 
“wishes,” said Mr. Wilkinson, the rea- 
son being that if the prospect were out 
of the picture that fact would of course 
change his plans but it would not change 
his wishes. Hence if the agent uses the 
word “plans” instead of “wishes” he lets 
himself in for an argument where there 
is no possibility of an argument about 
the prospect’s wishes in this connection. 


“Could” Instead of “Would” 


Similarly, in the thrift plan sales talk 
it is necessary to stick right to the text. 
This calls for the agent to say, and get 
affirmative answers to each question, “r 
presume you are interested in saving 
money? I presume that like most men 
you have difficulty in saving money 
regularly? If I could show you the best 
plan for saving that you ever saw could 
you save $1 a week?” It is important to 
use the word “could” instead of “would” 
because the former does not commit the 
prospect to doing anything. 

On the other hand if the agent tries 
to introduce the plan by saying, “Hello, 
Joe, you saving any dough?” the pros- 
pect is likely to launch into a long and 
sad story about how much his wife 
spends and all the deductions that the 
company makes from his pay check. 

Mr. Wilkinson pointed out that it is 
necessary to get the prospect dissatis- 
fied with his present condition in order 
to have any hope of getting action. 

“Why does the clothing store sales- 
man ask you to try on a coat ‘for size’?” 
he asked. “He doesn’t need to know 
your size, he can tell it by looking at 
you. But he knows that when you see 
yourself in the mirror the old suit is 
going to look terrible by comparison.” 

Similarly when the agent, using the 
Aetna’s estate control plan tries to get 
the prospect to go over the executor’s 
requirements sheet it is vital to make 
sure that the prospect is dissatisfied 
enough with his present estate to want 
to do something about it. In filling in 
what the various cash and income items 
should be the agent should avoid any 
suggestions even if the prospect requests 
them. The prospect should feel that it 
is his own plan. The agent’s job is to 
cut down the requirements that the pros- 
pect sets up so that later on there can 
be no accusation of having built up a 
big plan. The prospect must recall, 
when he learns how much additional in- 
surance he will need, that the agent tried 
to cut the figures down and that he, the 
prospect, built it up himself. 

When the prospect has been shown 
how far his present insurance falls 
short of his objectives the agent must 
sit back and say nothing until the pros- 
pect finally says, “Well, it looks like 
it'll take more insurance.” Though it 
may be hard to wait for this answer, 
Mr. Wilkinson pointed out that the pros- 
pect at this point is disturbed. He can- 
not think about his golf game or his 
business but can think of nothing but 
the inadequacy of his life insurance for 
his admitted minimum objectives. 





AVOID FACE AMOUNT 





After the prospect’s response the 
agent tells him that he didn’t think he 
would be satisfied so he had the “sur- 
vey department” fix up a plan. The 
prospect of course will ask “how much 
insurance does it take?” but Mr. Wilkin- 
son warned that if the agent tells him 
the sale is ruined. The only way to 
answer is to avoid the question of face 
amount and concentrate on the amount 
of money that the prospect must set 
aside each month. 

In one such case the prospect hit the 
ceiling when told that it would take $48 
a month additional but finally agreed to 
buy when it was reduced to $33 a month 


by eliminating the retirement benefit for 
himself. When the sale was completed 
the prospect said jokingly, “All right 
you b s have got my money. How 
much life insurance did I buy?” When 
he was told that he had purchased $22,- 
000 additional he asked, “How can a 
man on my income afford $22,000 more 
life insurance?” Mr. Wilkinson empha- 
sized that the man would never have 
bought if he had realized that there was 
$22,000 of insurance involved. 


Vice-President Dallas Speaks 


W. H. Dallas, vice-president in charge 
of underwriting, said that with 8,000,000 
of the best prospects now in the armed 
services there is a tendency to seek pros- 
pects among older people, the crippled, 
those classified 4F and others not sub- 
ject to military service and consequently 
it is to be expected that there will be a 
higher rejection rate. 

One current problem is that of the 
refugee from Europe, on whom by and 
large the mortality has been unfavor- 
able. The Aetna Life has been taking 
these applicants for limited amounts, 
usually not more than $10,000, but only 
from customary sources of business. 
Where there is an indicated hazard of 
European travel, whether the applicant 
is a refugee or not, the company is very 
skeptical. As for deep-sea fishermen 
and merchant marine personnel it is 
necessary to reject these as they can- 
not safely be handled under the re- 
stricted types of war clauses in use. 

Mr. Dallas discussed the various rea- 
sons for delay in getting policies issued. 
The day of the “bellhop examiner” is 
over, he said, explaining this as mean- 
ing that the examiner can no longer be 
expected to drop everything and go out 
on a call. New York City is fortunate 
in having examiners at hand but else- 
where the agent has to make arrange- 
ments for examinations and in general 
must take the prospect to the examiner 
rather than vice versa. 

He said that it now takes three times 
as long to get a file out of the home of- 
fice central files as it did a year ago and 
five times as long as it did two years 
ago. Not much can be done about this 
since a file girl will quit if she is not 
moved to other work. Delays in the 
mails have been serious and even wires 
have been delayed. 

The inspection delay problem is very 
serious he said but the inspection com- 
panies are up against it both for clerical 
help and inspectors. He pointed out 
that the inspection companies are doing 
a lot of war work. Mr. Dallas said that 
through conferences with the inspection 
companies progress is being made to- 
ward speeding up reports. 

As an experiment the Aetna Life has 
now started accepting pregnant women. 
It has also started rating habits and 
morals, something which it has never 
done before. This is being done instead 
of rejecting these cases. 

Mr. Dallas outlined the work of the 
“salvage committee’ which goes over 
every rejection to see if it can possibly 
be saved. He pointed out that the rec- 
ord of the agent is always at hand and 
is given weight in these meetings. He 
urged the agents to select their busi- 
ness a little more carefully. 








S. T. WHATLEY 





Vice-president S. T. Whatley talked 
on the way in which the life insurance 
business has rebounded after various set- 
backs, such as the Armstrong investi- 
gation, the first world war which 
brought government life insurance, the 
social security act, which many felt 
would remove a lot of prospects from 
the market, the Temporary National 
Economic Committee investigation, 
which was obviously designed to pin 
something on the business, and _ finally 
the effect of the huge tax program early 
this year which it was feared would hurt 
sales. Yet, he pointed out, the whole 
trend is upward and it looks as if more 
life insurance may be sold this year than 
last. Mr. Whatley attributed this to the 
fact that because so many things are 
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removed from the market the buyer of 
life insurance still has more money to 
spend in spite of high taxes. The war 
has removed the luxury competition 
which is the most serious contender for 
the life insurance dollar, he said. 

Mr. Whatley touched on the need for 
resourcefulness, citing the case of an 
agent who had been told by his prospect 
that he would posiitvely not accept a 
rated policy. When the policy came 
back rated, as the agent feared it would, 
he sent it back to the home office and 
had it issued in a slightly lower face 
amount on which the premium was ex- 
actly the same as if the original cover- 
age had been issued at standard rates. 
Then the agent took this policy to his 
prospect and after he had shown him 
the small reduction in coverage at the 
agreed premium the prospect accepted it 
without any trouble. 


Deterrents to Inflation 


Emphasizing the job that the field 
forces of life insurance have done in 
selling war bonds and life insurance as 
deterrents to inflation, Mr. Whatley said 
that history shows: that more wars are 
lost on the home front than on the bat- 
tle front and declared that “it’s our job 
to do a job on the home front.” He 
also said that “we are doing as much as 
anyone to promote what Fulton Lewis 
on the radio called the fifth freedom, 
freedom of individual enterprise.” 

Wylie Craig, agency assistant, dealt 
with the necessity of following the pre- 
pared presentation with the thrift plan 
sale. He said he felt it to be the most 
successful package sale yet developed. 
He quoted one producer as saying that 
the thrift plan presentation drove him 
to talk to people he had been walking 
by for years, such as clients’ secretaries 
and receptionists. 

3y using the thrift plan presentation 
word for word the agent has a good 
track to run on, a good track to get back 
on in case of interruption and the easi- 
est and cheapest way of making use of 
the best ideas that have been worked out 
for presenting this plan. One possible 
objection may come up in connection 
with the life insurance feature of the 
plan after the agent has assured the 
prospect that he is there to talk about 
savings and not life insurance but the 
agent can turn this into a sales point by 
saying that “life insurance has only one 
place in this program—it serves to make 
it the only unselfish way to save 
money.” 

Mr. Craig said that the market for 
these plans is increasing as is shown by 
a survey of new business coming in. It 
is designed to meet the ever present 
problem of getting young people to buy 
insurance. The old system, he said, was 
to give the young prospect a little lec- 
ture on his responsibilities, the fact that 
life insurance is a good thing to buy, 
and that this was the best time to buy 
it because the rate was low and then 
start talking about the different types 
of policies. However, this is not par- 
ticularly appealing and, as in fishing, it 
is Important to bait the hook with what 
the fish like rather than what the fisher- 
men likes. 

The only sure method is to take out 

the “gist” sheet and go over it with the 
prospect, asking him all the questions, 
including his date of birth even if the 
agent already knows it, and working out 
all the figures so that the prospect fol- 
lows them. He then explains to the 
Prospect that under any other plan of 
saving his family gets only the amount 
of his deposit in the event of his death 
but that under this plan they get “the 
amount that you intended to save.” 
_ Then the agent tells the prospect there 
Is only one other contingency—‘“that you 
might be forced to discontinue this plan. 
This is not likely, since you are only 
paying for the next 20 years and this 
should be the best earning years of your 
life.” Then the agent explains the op- 
tions. He goes on to say that “ob- 
viously we must know if you are in 
good physical condition but we are pre- 
pared to find that out at our expense. 
Would it be more convenient to have 
the examination during your lunch hour 
or atter work?” 


It is important to point out to the 
prospect that tie can’t save “last dollars” 
because there never are any last dollars. 
The only ones he can save are the first 
dollars, setting them aside before he 
spends any of his pay. 


Quick and Easy 


The thrift plan sale, said Mr. Craig, 
is a good honest approach, with nothing 
tricky about it, it is easy to get in on 
and it only takes eight minutes to sell. 
It has a tremendous advantage in selling 
to young people a very persistent type 
of business in amounts of $1,600 to $4,- 
000 with a premium of $52 to $120 a 
year, most of these prospects being 
people who would ordinarily buy $1,000 
at a $25 premium. 

As a prospecting opportunity it is ex- 
cellent because when the agent delivers 
the policy he asks the buyer if he can 
think of any others who would like to 
save money systematically, unselfishly 
and under the absolute guarantee of a 
life insurance policy. 

Mr. Craig urged the development of 
skill in selling this policy. He pointed 
out that the fellow at a party who brings 
up the subject of card tricks is usually 
the man who is good at them and that 
the agent who gains skill in selling the 
thrift plan is driven to display his skill 
and to make prospects and sales. 

W. C. Cousins, agency assistant, ac- 
cident and health department, said that 
the biggest idea is to develop prospect- 
ing outside of the field of natural con- 
tacts. In working with centers of in- 
fluence he suggested that the agent ask, 
“If you were starting in the insurance 
business today whom would you call on 
first?” The agent should then ask 
enough questions to qualify the prospect 
and should particularly be sure to tell 
the center of influence exactly how his 
name will be brought in. Instead of 
saying “Do you mind if I use your 
name?” it is much better to say, “I want 
to tell him that I know you—that’s O. K. 
isn’t it?” 

Mr. Cousins emphasized the growing 
importance of women as a market for 
accident insurance, since they are sup- 
planting men in many industries and of- 
fices. He also suggested the juvenile 
market for accident coverage. He sug- 
gested that the agent buy a 10-cent auto- 
graph book and offer his child a 10-cent 
defense stamp for each of his playmate’s 
names that he gets. 

Many business insurance cases can be 
sold to partnerships on the basis that 
each partner would like to have his 
widow inherit something more than the 
liquidating value of the concern, which 
is usually surprisingly small, said Mr. 
Wilkinson in his talk on business insur- 
ance. He gave a sales talk demonstrat- 
ing that it is unnecessary to go into the 
legal technicalities. 

G. Albert Lawton, supervisor in the 
Cleveland agency, who on Sept. 1 will 
go to the home office as an agency as- 
sistant, made an interesting comparison 
showing how much less a man earning 
$10,000 a vear can hope to save, invest, 
and earn on his investments in the next 
20 years than he could have in the last 
20 years. Assuming the same cost of 
living, taxes will be so much higher that 
such a man would be able to set aside 
less than half as much in the next 20 
years as in the last 20 and the net 
monthly income on his investment would 


be correspondingly less—in this par- 
ticular case $110 as against $226 a 
month. Consequently the only answer 


is life insurance rather than trying to 
make his own investments. 

In his closing talk, Mr. Coolidge called 
attention to several “Saturday Evening 
Post” advertisements which stress the 
fact that what our armed forces are 
fighting to protect is the home. He 
asked if that isn’t just what life insur- 
ance is doing—protecting against hunger, 
blasted homes, and blasted plans. 

Mr. Coolidge told how he and his wife 
called on a friend whose husband had 
recently died. The widow had borne 
herself with great fortitude under ex- 
ceptionally trying circumstances. The 
conversation turned to her late husband 
and she broke down, sobbing, “I get so 


tired of being brave.” She went on to 
say that she couldn't let the children 
see their mother being morbid. 

Mr. Coolidge pointed out that this 
widow had insurance that would take 
care of every financial problem. He 
asked his listeners to imagine what her 
plight would have been if she had finan- 
cial worries on top of her other burdens. 

“Let’s get all the equipment we need 
to fight shoulder to shoulder with the 
men in the foxholes for the protection of 
the American home,’ Mr. Coolidge 
urged, in a final plea for complete mas- 
tery of organized sales presentations. 

G. V. Austin, general agent in Brook- 
lyn, presided. William Blizzard of the 
Keffer agency, New York City, was 
cited as the first man in this area to 
qualify as a regionnaire. 


V. J. Adams Completes 25 
Years with Reliance Life 


V. J. Adams of Houston, Texas de- 
partment manager of Reliance Life, has 
completed 25 years with that company. 
He has served as manager of five differ- 
ent departments and was superintendent 
of agencies of the western division for 
four years. He was appointed manager 
in 1918 of the tri-state department, com- 
prising Tennessee, Arkansas and Mis- 
sissippi, with headquarters at Memphis, 
where he built a large and successful 
agency. In 1920 it paid for more than 





Canadian Officials 
Will Not Hold Meeting 
In view of present war condi- 
tions, which have caused many 
organizations and associations to 
postpone annual and similar meet- 
ings, the annual conference of the 
Association of Superintendents of 
Insurance of the Provinces of 
Canada will not be held this year. 
Hartley D. McNairn of Ontario is 
secretary. 





$3,900,000. Late in 1920 he was ap- 
pointed Ohio state manager with head- 
quarters at Cleveland, remaining there 
eight years. The paid production of 
that agency more than doubled under 
his management, in 1928 paying for in 
excess of $5,000,000. 

He was then transferred to Los An 
geles as southern California manager, 
and remained eight years. In 1936 he 
was appointed superintendent of agen- 
cies in charge of the territory west of 


the Mississippi river, comprising 13 
branch offices. Late in 1929 he was 
transferred to Dallas as manager in 
charge of north Texas. Last January 
the Dallas and Houston offices were 
consolidated, and he was appointed 


Texas state manager with headquarters 
at Houston. 





—FLASH-— 


TO THE MEN IN THE FIELD 





and candor. 


before action was taken. 


work with Commonwealth. 


United We Go Forward 


Recently in the Home Office of Commonwealth Life at Louis- 
ville the company's executives met in regular semi-annual session with 
the company's Agency Advisory Committee — composed of three 
men from the Industrial Department's field force and three men from 
the field force of the Ordinary Department. 


Once again the accumulation of ideas, suggestions, complaints 
and criticisms of the company's management from the fieldmen were 
placed face up on the conference table and discussed with courage 


At the same time the management's projected plans were 
described to the fieldmen, whose advice and counsel were sought 


Commonwealth is proud of its progressive plan of recognizing 
firing line viewpoint. This orderly clearing house of field and Home 
Office ideas generates a common feeling of participation in com- 
pany policy and progress that is very real. 


This marks the third year of the operation of the Agency Ad- 
visory Committee and during the time since its first meeting on 
June II, 1941, a total of 179 recommendations have been made 
by fieldmen through their Advisory Committee representatives, of 
which 116 have been adopted by the company. 


Commonwealth works with its men — and that's why its men 


WHERE QUALITY MEN ARE BUILDING QUALITY VOLUME 








MORTON BOYD, PRESIDENT 
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Resitinnd Makes 
Recommendations 


(CONTINUED FROM PAGE 1) 
reviewing insurance programs in the 
light of increased living costs which 
amount to about 20% in the past three 
years. He said it should be brought to 
the attention of prospects that irrevoca- 
ble gifts of life insurance to the extent 
of 15% of income are still deductible 
items under income tax. 

Corporations today should be putting 
funds into business insurance with higher 
reserve values for the sake of cash 
values in time of future emergency. 

When the old $10 income disability 
benefit went out the window, he said, 
many agents proceeded to ignore dis- 
ability insurance but there is a place 
for the limited form of monthly indem- 
nity that is still available. 

In selling insurance for purpose of 
paying estate taxes, Mr. Bendiner sug- 
gested the slogan, “Pay as you go.” In 
other words the individual can make 
provision for such taxes out of income 
during his lifetime instead of leaving the 
problem to the executor. The United 
States is shifting from a capital-minded 
country to an income-minded country 
and estate taxes should be paid out of 
the income of the individual rather than 
the capital of the estate which is left. 


Sees Lapse of 5% Policies 


On the question of an employer paying 
for life insurance for an employe up to 
an amount equivalent to 5% of the 
latter’s salary, Mr. Bendiner expressed 
the fear that much insurance sold on 
this appeal will lapse when, as and if 
increases in wages are again permitted. 
He voiced the opinion that the public 
would rather take $3 in cash than $5 paid 
in some form of an insurance premium. 
Insurance is not being sold on its own 
intrinsic method but because it affords 
an opportunity to spend some money 
that otherwise would be highly taxed. 
However, from a legal standpoint it is 


WANT ADS 











WANTED 


General Agent in North, Central and 
Southern Indiana by an Eastern Life Ins. 
Company, catering to rural and city 
clients. Splendid rural prospect leads 
available. If you have a proven record 
of production and general agent's quali- 
fications, write us full details. Address 
S-33, The Nationa! Underwriter, 175 W. 
Jackson Blvd., Chicago 4, Il. 








DISTRICT MANAGER WANTED 


One of the major Life Companies estab- 
lished in Colorado since 1868, has opening 
for District Agent at Pueblo (30 mi. from 
famous Royal Gorge) — Company has pen- 
sion plan — Offers exclusive franchise — 
Over $2,000,000 insurance in force in Pueblo 
County alone. Write giving qualifications 
to No. S-34, The National Underwriter, 175 
W. Jackson Blvd., Chicago 4, Illinois. 














LAWYER V WANTED 


Draft exempt for legal work with a west- 
ern life, accident and health company. 
Salary open. Give complete details of 
legal training, background, experience 
and salary expected. Address replies to 
Box S-27, The National Underwriter, 175 
W. Jackson Blvd., Chicago 4, Il. 








HeNATIONAL UNDERWRITER 


wholly legitimate and proper and will 
be subject to further regulations. 

Mr. Bendiner asked why there has not 
been a greater development of group 
insurance and a greater expansion of 
benefit rather than the development of 
the 5% plan. Group insurance is fully 
deductible in any and all directions. It 
can be purchased within reasonable 
limits. It can be done within established 
lines with known regulations. 


Single Premium Contracts 


Mr. Bendiner said that the companies 
are coming back into the single pre- 
mium fold. The individual with a sum 
of money to invest, he said, can do 
better in the purchase of a single pre- 
mium contract than in investing his 
money at 242% elsewhere. In the latter 
event the income from the investment 
will be diminished by a 30, 40 or 50% 
income tax and that will reduce the 
effective yield to 1 or 14% and if the 
individual dies the government will take 
20 to 40% out of what has been accumu- 
lated. If he takes $1,000 and buys a 
single premium contract he could prob- 
ably get $1,500, the face amount of in- 
surance. He will get over the period of 
the contract in appreciated cash sur- 
render values at least 14% without 
paying any income tax during the period 
of accrual. Then he will have the right 
at maturity to postpone the receipt of 
proceeds so that he isn’t subject to tax 
on any basis other than the one at the 
time he elects with regard to the profits 
made on the contract. If he dies the 
money is in the fund to pay the tax and 
will still leave him all or a substantial 
part of his $1,000 net. A man through 
single premium insurance can create a 
fund that will provide the estate tax, 
curtail his income tax, and he gets a 
high grade non-fluctuating investment. 


Settlement Option 


In connection with the Treasury de- 
cision that if the settlement option is 
selected by an assured prior to death 
with the proceeds payable in install- 
ments to the beneficiary, the proceeds 
will not be subject to income tax, Mr. 
3endiner warned against trying to put 
all proceeds on income options to keep 
the interest element free from income 
tax. The agent should be careful not 
to freeze the individual’s estate. 

There is an cpportunity to sell insur- 
ance for the purpose of eventually liqui- 
dating judgments against persons. 

With interest rates on life income 
going down, old policies should be put 
on an option basis and newer policies 
used for lump sum. 

Bank loans should be hedged by life 
insurance for the protection of the bor- 
rower so that the estate is not jeop- 
ardized at the time of his death. 


Interest as Deduction 


Mr. Bendiner expressed the fear that 
some day the interest on life insurance 
policy loans may be eliminated alto- 
gether as an income tax deduction. He 
recalled that loan interest payable on 
fully paid policies or substantially paid 
within a period of four years is not 
deductible. The government may cut 
out all deduction of loan interest if there 
is a further development of the practice 
of advising persons not to buy fully paid 
insurance but rather to take a long term 
contract and discount future premiums 
up to a year or two prior to maturity. 
In making that recommendation the 
agent goes on the theory that the dis- 
count interest factor can then be a de- 
ductible item under income taxes. 

On the question of pension trusts, 
Mr. Bendiner remarked that the con- 
sensus of the actuaries at their recent 
meeting in Chicago was that this busi- 
ness should be treated very gingerly and 
that agents’ commissions should be re- 
duced on it. That is disheartening, he 
declared. 

Mr. Bendiner suggested that agents be 
cautious in suggesting to clients that 
they dissolve their corporations which 
are paying 90% in the excess profits tax, 
in order to form a partnership. In 
making the change the principals may be 
running into other problems including 
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income tax on capital gain by reason 
of the liquidation and the possibility of 
rising personal tax rate. 

Mr. Bendiner recommended that if an 
agent’s company will deduct or with- 
hold amounts from his commissions on 
account of income tax that they permit 
that to be done. 

The agent has a powerful selling ap- 
peal in pointing out that if the govern- 
ment should raise the prospect’s income 
tax 10%, the individual would pay it. Yet 
if the agent asked the same man for 5% 
of his income for life insurance the man 
would say that he did not have the 
money. “It is a curious thing that you 
will always dig up what the government 
demands but you will not do a lot of 
things for yourself unless it is under the 
pressure of an agent.” 





Commissioner Is Given 
Much Latitude 


(CONTINUED FROM PAGE 1) 


least 70% of all employes, excluding 
seasonal workers and certain other 
classes, are eligible for participation and 
that at least 80% of this 70% actually 
participate. However it is unlikely that 
any corporation would take the risks in- 
volved in going ahead and setting up a 
plan without the commissioner’s ap- 
proval, even though it met these statu- 
tory requirements. 

It is estimated that the large majority 
of plans would not be able to qualify on 
the statutory basis but would have to 
take the alternative provided in the law 
of getting the commissioner’s approval. 
The regulations set forth several allow- 
able features of a plan of this type. For 
example, a plan will not be regarded as 
discriminatory merely because it is 
limited to salaried employes as distin- 
guished from wage earners or to those 
having a certain length of service with 
the corporation, to those who have at- 
tained a specified age or are employed in 
a certain department. Neither will a 
plan be held discriminatory if it pro- 
vides the same scale of benefits in rela- 
tion to salary for employes earning more 
than $3,000 a year, as the social security 
act provides for those earning $3,000 or 
less. 

The regulations make it clear that 
while none of these features will in 
themselves be regarded as making a plan 
discriminatory yet the plan may be ruled 
out if the commissioner decides that as 
a practical matter the plan is discrimina- 
tory. For example the department se- 
lected for pension benefits might contain 
most of the stockholders. 

The regulations also discourage the 
setting up of an employe contribution 
basis that would make it impossible or 
impracticable for all but the top men 
to take advantage of the plan. For ex- 
ample, a plan calling for a contribution 
of 20% of salary might seem fair so 
long as anyone could participate but as 
a practical matter the requirement would 
be prohibitive for the $40 a week man 
whereas the $10,000 a year executive 
would contrive to participate. 

The regulations make it clear that the 
employer’s contribution does not have 
to be made non-forfeitable in the case 
of employes who leave the company or 
die before retirement. However the 
contribution can never revert to the em- 
ployer but must be used for the pur- 
chase of annuities. Naturally, this has 
the effect of lessening the employer’s 
contribution in the years in which these 
resignations or deaths occur. 


Subject to Penalties 


This feature needs to be watched how- 
ever, because under some circumstances 
it might turn out that the only persons 
to benefit from this accumulation of for- 
feited contributions would be the stock- 
holders and top executives included in 
the plan. This is particularly true of 
concerns that have taken on a lot of 
temporary help that will be laid off after 
the war. It may be extremely difficult 
for such concerns to prove that their 
pension plans were set up in good faith 
and were not designed to discriminate 


in favor of the insiders. If on review 
the commissioner decided that they were 
discriminatory they would be subject to 
the penalties already mentioned. 

One point which the regulatons clear 
up is that if an employer qualifying on 
the statutory 70% basis wants to include 
his employes who are in the armed 
forces he may do so if the agreement 
provides for the participation of these 
temporarily absent employes. 

Another point that is clarified is that 
plans may be set up for a group of affil- 
iated corporations. It is sometimes 
easier to work out such a plan than to 
have separate plans for each company 
in a group. 

The regulations specify that plans 
must not only be actuarially sound but 
that they must be checked periodically 
to make sure that they are still sound. 
This qualification would apply more to 
non-insurance company plans apparently, 
for the Treasury has ordinarily taken it 
for granted that insurance plans are on 
the proper actuarial basis. 


Criticism Is Voiced That 
Law Not Followed 
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lines of the formula in social security. 
That formula calls for 1% for future 
service and 3% of 1% for past service. 

However, to take care of cases near 
the $3,000 border-line, the regulations 
permit a minimum retirement pay of $20 
per month to persons whose salary was 
$3,100, for example. 

The Treasury Department’s approach 
to and solution, in its rulings, of the 
problem of pension trusts and retirement 
pay with relation to social security is 
criticised by Lucien H. Mercier, Wash- 
ington attorney who has specialized in 
pension trust matters and has been in 
consultation with department officials 
during the drafting of the new regula- 
tions. 

“The 1942 act amending pension trust 
legislation was conceived and passed in 
order to make it impossible for corpora- 
tions to take heavy deductions from their 
income to supply pensions for their top 
executives, at the expense of other em- 
ployes,” said Mr. Mercier. 


Camouflage Is Employed 


“Many pension retirement plans have 
been conceived taking care of a few top 
officers of a company who generally 
were heavy stockholders, with a few 
other employes thrown in with them, 
by way of camouflage. 

“The net result was that these officers 
were getting large extra compensation 
without having to pay income tax on it. 
Also such stockholders were receiving 
nice dividends without having to pay in- 
come tax on same. These results were 
accomplished through the subterfuge 
of creating pension or retirement plans. 

“Under the new pension trust regula- 
tions and the formula set forth in accom- 
panying income tax decisions, in my 
opinion, the department completely loses 
sight of what the law sought to accom- 
plish. 

“Instead, it makes possible the very 
thing which the law sought to end. That 
is, very heavy contributions and very 
heavy benefits for the officers of a cor- 
poration and its highest salaried em- 
ployes. 

“Because, under the officially-approved 
formula, members of a group receiving 
over $3,000 salary and up to $7,000 or 
$8,000 a year, can be paid very slight 
pension benefits. On the other hand, 
members of a group receiving from 
$7,000 or $8,000 up can be beneficiaries 
of retirement income sufficient to enable 
them to maintain their former standard 
of living in retirement. 

“These regulations and rulings throw 
out honestly conceived and honestly ad- 
ministered plans to take care of certain 
groups receiving $3,000 and more annual 
compensation. Most of these plans pro- 
vided for a retirement income for mem- 
bers of that group of approximately one- 
third of their salaries. 

“Generally, there was a limitation in 
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these plans that no retirement income 
greater than $600 per month could be 
paid to any highly-compensated em- 
ploye, irrespective of what his salary 
was. 

“That meant than an employe receiv- 
ing $3,000 salary per year w ould be paid, 
by way of retirement income, including 
his social security, about $100 per month. 
Under the new officially-approved for- 
mula, that employe would receive only 
about half that amount.” 


Income Tax Rulings 


The “meat in the cocoanut,’ observers 
say, is found in the three income tax 
rulings referred to above, related to the 
pension trust regulation. bie of these 
rulings, I. T. 3613, and I. 3614, cite 
pension retirement plans a as the 
Treasury Department approves, while 
I. T. 3615 covers one disapproved by the 
denartment. 

The purpose of the first two of these 
rulings, apparently is to serve as a guide 
to corporations showing what kind of 
retirement plans they can adopt that 
would receive departmental approval. 
The third ruling appears designed to 
show a corporation what it should 
not do. 

All these rulings appear to be made 
up on real or hypothetical pension re- 
tirement plans submitted to the depart- 
ment to ascertain whether they meet the 
requirements of the revenue laws, regu- 
lations 103, as amended by the new T. D. 


5278. These rulings relate, respectively, 
to plans of “M,” “N,” and “O” com- 
panies. 

I. T. 3613 provides that under the 
facts stated the pension plan of “M” 


company meets requirements of sections 
19.165 (A) (3)-1 and 19.165 (A) (4)-1 
of regulations 103, as amended by the 
new T. D., with respect to supplement- 
ing retirement benefits under the social 
security act. The plan is described in 
the I. T. as follows: 


Plan Is Described 


“All employes. of the ‘M’ company re- 
ceiving salaries in excess of $3,000, who 
on Jan. 1, 1942, had completed one year 
of service are covered by the plan. 
Other salaried employes begin to partici- 
pate in the plan on the first day of the 
month coinciding with or next following 
the date on which they have completed 
at least one year of continuous active 
service, and their salaries exceed $3,000 
per year. No contributions are required 
of the employes in order to receive bene- 
fits under the plan. 

_ “The plan provides annual retirement 
income for life equal to 1% of the 
amount of the employe’s base salary in 
excess of $3,000 for each year commenc- 
ing on or after Jan. 1, 1942, the effective 
date of the plan, during which he is cov- 
ered by the plan. It also provided for 
benefits of each year of service prior to 
the effective date of the plan equal to 


4% of the employe’s average base 
salary for the five years immediately 
Prior to Jan. 1, 1942, in excess of $3,000. 


No other benefits are provided under the 
plan. The retirement age is 65. 

“The ‘M’ company has approximately 
2,000 employes, of which number 300 
are covered by the plan. Five of the 
employes are shareholders. They own 
directly or indirectly 20% of the out- 
standing stock of the company. Thirty 
of the covered employes are officers or 
employes whose principal duties consist 
m supervising the work of other em- 
ployes.” 


Satisfies Requirements 


It is held, upon the basis of the above 
i facts, that the above plan does 
Satisfy the requirements of the above 
cited sections of the regulations, with 
respect to supplementing retirement 
benefits under social security. 

The same ruling is made in I. T. 3614, 
on the pension plan of “N” company 
with respect to meeting requirements of 
regulations sections and T. D. above 
cited, in relation to supplementing S. S. 
retirement benefits. This plan is de- 
scribed in this ruling as follows: 

‘All employes of the ‘N’ company re- 
ceiving salaries in excess of $3,000 who, 
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on Dec. 1, 1942, had completed five years 
of service are covered by the plan. Other 
salaried employes begin to participate in 
the plan on the first day of the month 
coinciding with or next following the 
date on which they have completed at 
least five years of continuous active serv- 
ice, provided their salaries exceed $3,000 
per year. Employes are eligible to re- 
tire at age 65, provided they have com- 
pleted at least 15 years of service. No 
contributions are required of the em- 
ployes under the plan. 

“The plan provides annual retirement 
income for life equal to 30% of the aver- 
age amount of the employe’s annual base 
salary in excess of $3,000 for the period 
during which he is covered by the plan. 
The plan provides, however, that in no 
case shall the annuity paid to any em- 
ploye exceed 25% of such average an- 
nual pay plus 4% times the number of 
completed years of service after Dec. 31 
1941. No other benefits are provided 
under the plan. 


Has 1,000 Employes 


“The ‘N’ company has approximately 
1,000 employes, of which number 100 
are covered by the plan. No employe 
covered by the plan owns directly or 


indirectly more than 5% of the out- 
standing stock of the company. Ninety 


of those covered own no stock. Fifteen 
of the covered employes are officers, or 
employ es whose principal duties consist 
in supervising the work of other em- 
ployes.’ 

On the other hand, I. T. 3615 holds 
that pension plan of “O” company fails 
to meet the requirements of section 165 
(A) 3 and 165 (A) 4 of the internal reve- 
nue code, as amended by section 162 of 
the revenue act of 1942, and sections 
19.165 (A) 3-1 and 19.165 (A) 4 of regu- 
lations 103, as amended by T. D. 5278, 
with respect to supplementing retire- 
ment benefits under social security. 

The question propounded was whether 
classification requirements of the first 
mentioned section and the nondiscrimi- 
natory requirements with respect to con- 
tributions and benefits of the second 
cited section would be met by the plan. 
It is described in the I. T. as follows: 


Five Year Waiting Period 


“The pension plan of the ‘O’ company 
was established to become effective on 
Oct. 1, 1942. Salaried employes whose 
annual compensation exceeds $3,000 per 
year and who have had at least five 
years of service are eligible to partici- 
pate in the plan. The ‘O’ company em- 
ploys 3,000 permanent salaried employes 
of which 150 are eligible to participate 
in the plan on the effective date thereof. 
Among those so eligible are three offi- 
cers who own directly or indirectly 5% 
of the outstanding stock of the corpora- 
tion and 25 employes whose principal du- 
ties consist of supervising the work of 


other employes. The plan includes no 
other shareholders and is noncontribu- 
tory. Individual level premium policies 


with full vesting of rights are purchased 
for each participant. The benefits pay- 
able upon retirement, at the option of 
the employe at age 60, are to be 50% 
of the total salary for the year within 
which the employe enters the plan, irre- 
spective of the year in which retirement 
occurs.” 

On the basis of the facts submitted it 
is observed in the I. T. that: 

“(A)—If an employe, X, age 60, is 
included in the plan, having 30 years of 
service and receiving a salary of $10,000 
per year, he will receive, if he continues 
as an employe until he reaches the age 
of 65, a benefit of 50% of $10,000 in ad- 
dition to the social security benefit (in- 
cluding the wife’s benefit) of $800, or a 
total of $5,800, or 58% of his salary. 
If the wife’s benefit were not considered 
in his social security benefits he would 
receive 55.3% of his salary. If also there 
is an employe, Y, age 60, having 30 years 
of service who is not included in the 
plan, he will receive at retirement (age 
65) under social security an annual ben- 
efit of approximately $533, with a pos- 
sible increase of approximately $267 if 
he has a wife then living and who also 
has reached 65. This total benefit is 


computed to be 26.64% of his salary. 
Thus the percentage applicable to em- 
ployes earning in excess of $3,000 is 
much greater than that applicable to 
employes earning $3,000 or less; 

“(B) Those employes covered in the 
plan may retire at age 60, whereas those 
not covered will receive no benefits un- 
der social security until they have 
reached the age of 65. The value of ben- 
efits at age 60 is greater than benefits 
beginning at age 65. For example, the 
$10,000 employes would receive an an- 
nuity of 58% of $10,000, or $5,800, $5,000 
beginning at age 60 and $800 beginning 
at age 65. The value at the time of re- 
tirement, namely, age 60, of the $5,000 
benefit beginning at that time would be 
approximately $75,000. The value at the 
same time of the $800 annuity beginning 
at age 65 (the total amount a $3,000 
employe not under the plan would re- 
ceive) would be approximately $8,000. 
Thus the $10,000 employe would receive 
a benefit worth approximately $83,000, 
whereas the $3,000 employe would re- 
ceive a benefit valued at approximately 
$8,000. The value of the benefit to the 
$10,000 employe would be approximately 

¥% times his salary, whereas the benefit 
to the $3,000 employe would be only 2% 
times his salary. In other words, the 
high salaried employe would receive a 
benefit worth over three times that of 


the low salaried employe in proportion 
to salary; 

“(C) The benefits for those under the 
plan are based upon salaries in effect 
during the year in which employes enter 
the plan. The present highly compen- 
sated employes will receive benefits 
based on their present high salaries, 
while the present lower paid employes 
and new employes will be limited to 
benefits based on salaries when they 
enter the plan, regardless of any increase 
in salaries in later years.” 

On the basis of the above “observa- 
tion,” I. T. 3615 concludes with the rul- 
ing that the plan does not meet require- 
ments of the above cited sections of the 
code, act, regulations and T. D. 





EXPECT INCREASE IN SALES 

NEW YORK—A large volume of 
new pension trust business is expected 
to develop over the next few weeks now 
that the Treasury department has is- 
sued its new regulations. Agents who 
have specialized on pension trusts have 
been awaiting developments and this is 
also true of some corporations which 
have been considering them. 
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Bureaucracy Contributes a Time-Saver 


Washington is not ordinarily the 
place to look to for time or labor sav- 
ing ideas but surely the insurance busi- 
the verb 
govern- 


ness can make good use of 
“process,” what the 
ment does to applications for anything 
from a rear admiral’s commission to a 
pamphlet on child psychology. 

The term is an altogether admirable 
To the appli- 


which is 


one from every angle. 
cant it conveys the impression that his 
subjected to a 
and important 
operations, scientifically worked out and 


application is being 


series of complicated 


conducted with such thoroughness as 
would naturally excuse the using up of 
considerable time. Furthermore no one 
whose application is being “processed” 
should feel that it is being sidetracked 


¥ 
é 


or otherwise neglected. From the 
processor’s point of view the term is 
extremely handy for it covers every- 
thing that happens to an application 
from the time it is received until the 
time the answer goes to the applicant. 
now on a office can 
“process” applications insurance. 
Requests for changes, al- 
terations in settlement options can all 
be “processed.” If the personnel 
shortage causes delays in and 
other procedures, the policyholder need 
only be told that his application or re- 
quest is being “processed” and he will 
doubtless appreciate that if so compli- 
cated a procedure is involved it is not 
something that can be pushed through 
in a hurry. 


home 
for 


From 


’ 


beneficiary 


these 


Getting the Field Viewpoint 


Standard Life of Indianapolis an- 
nounces that ‘t has invited its 
forces to sit in at a meeting of the di- 
rectors. This will give an opportunity 
to the field men to see how the wheels 
go round and they can gain an insight 
into what the directors actually do. A 
number of companies now recognize the 
necessity of having a representative on 


agency 


the board who is a spokesman for the 
field and has an intimate knowl- 
edge of production problems, difficulties 
opportunities. Some _ institutions 
the executive in charge of produc- 
a member of the board. 

that manager or 


who 


and 
have 
tion 


Companies have a 


A Potential Black Eye 


Neglect of duty in a professional man 
is perhaps even worse than incompet- 
ence and there is no quicker way for the 
professional concept of life insurance 
selling to get a black eye than through 
failure of agents who leave the business 
to make adequate arrangements for con- 
tinuing their policyholders. 
There have not been a great many of 
these cases but this sort of thing is so 
difficult to that the client who 
experiences it is likely to do some talk- 


service to 


excuse 


ing about it and the result is word-of- 
mouth advertising in reverse. 

What trouble there has been has ap- 
parently been with agents who more or 
less suspended their life insurance work 
in order to work in war plants. This is 
understandable, because when an agent 
leaves to go into the armed forces or 
cuts loose entirely from the life insur- 


general agent on the board have ex- 
pressed themselves as being very much 
satisfied with this because it has 
given the directors especially those that 
are not on the payroll of the company a 
first hand view of agency conditions. 
The effect has had a broadening influ- 
that the directors are able to 
picture of the entire company 
structure. Having a general agent or 
manager on the board the agents 
ganization has one of its own clan to 
interpret the policy of the company and 


step 


ence in 
get a 


or- 


the action of the directors. It gives 
the field a greater confidence in the 
company itself. 

ance business to embark on another 


career he has no reason for trying to 
keep any strings on his policyholders 
and it is the responsibility of the agency 
to see that they are attended to. 
However, many who 
taken war plant jobs are trying to ride 


agents have 
two horses, writing life insurance in ad- 
dition to working at a full-time job in a 
factory. It is not surprising that such 
an agent has little time for service calls. 
The situation is a severe strain on 
his conscientiousness. With the reduced 
amount of time he has available for life 
insurance work it is natural for him to 
want to spend it where it is most likely 
to result in immediate Yet the 
agency can only assume that since the 
agent is still under contract and writing 
some business his clients are still get- 
ting him. not 


sales. 


service from Possibly 
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until some vital change in a client’s pro- 
gram has been left unmade will lack of 
adequate service show up and in many 
cases it may be then too late to effect 
the needed changes. 

This cavalier treatment of clients’ 
needs is far from general. One agent, a 
C. L. U., incidentally, left the life insur- 
ance business temporarily to give the 
benefit of his skill in a certain line to a 
war plant. He made detailed arrange- 
ments for his clients’ needs to be taken 
care of and informed each of his policy- 
holders what he was doing and whom 
they should get in touch with if they had 
any questions. Needless to say, his 
clients were very favorably impressed. 

Another agent, however, went to work 
in a war plant and drifted out of touch 
with his clients. Two of them, who had 
just bought $10,000 policies — but were 
not prospects for immediate future sales 


to get in touch with 
him but they were ignored. What made 
this case particularly flagrant was that 
the agent, who was deaf to the needs of 
policyholders he had already sold, was 
still very much in the life insurance busi- 
ness when he heard that there was a 
chance to write a $100,000 case. Word 
of this reached his two policyholders and 
their reaction can be imagined. 

The problem of neglected policyhold- 
ers is of course not a new one but with 
so many men leaving the business be- 
cause of war conditions it threatens to 
more widespread than it has 
been. An aggravating condition is the 
fact that the trend is toward life insur- 
ance programs that are accurately fitted 
to policyholders’ needs. Unless these 
programs are kept fitted to changing 
needs there may be many tragic misfits. 
It is a situation worth correcting. 


become 








PERSONAL SIDE OF THE BUSINESS 





More than 3,500 books were collected 
during June by the Southwestern Life 
Speakers Club, an organization of 30 
employes of Southwestern Life, for the 
Eighth Service Command. Cliff Ivey, 
agency department supervisor and club 
president, directed the campaign. 

William P. Hagerman, controller of 
Minnesota Mutual Life, has been re- 
elected a director of the Twin Cities 
control of the Controllers Institute of 
America. Edward M. Karrman, con- 
troller of American United Life, has 
been reelected a director of the Indian- 
apolis control. R. C. Johnson, assistant 
controller of Union Central Life, has 
been elected a director of the Cincinnati 
control. 

The U. S. Chamber of Commerce has 
appointed Chester O. Fischer, vice- 
president of Massachusetts Mutual Life, 
chairman of its civic and chamber of 
commerce affairs committee. Mr. Fischer 
is also a director of the national organi- 
zation and a member of the insurance 
committee. 

Mrs. W. A. Howard of the San An- 
tonio agency of Pacific Mutual Life was 
presented a diamond service pin in rec- 
ognition of 25 years with the company 
as a personal producer. She has been 
a member of the Big Tree Club 17 years. 
She specializes in the sale of annuities 
and retirement income insurance. 

Alfred H. Williams, president of the 
Federal Reserve Bank of Philadelphia, 
tendered a buffet supper in honor of 
President E. A. Roberts of Fidelity Mu- 
tual Life. About 75 persons attended, 
including officers of the Federal Reserve 
Bank, presidents of Pennsylvania banks 
and insurance companies, and officers of 
the Victory Fund Committee and the 
State War Savings Staff. 

John S. Kerns and his wife of Pitts- 
burg, Kan., announced the birth of a son, 
John Gary, at Mt. Carmel Hospital there. 
Mr. Kerns is district agent of North- 
western Mutual Life and served as presi- 
dent of the Kansas Association of Life 
Underwriters. 

Robert M. Green, vice - president of 


Prudential, has been named chairman of 
the advisory committee for the Essex 
County War Fund. He resides in Essex 
Falls, N. J., and is chairman of the West 
Essex Community Fund. 

Combining business with pleasure, 
President Charles E, Becker and Treas- 
urer B. G. Harrison of Franklin Life 
paid their respect to the Denver agency, 
bagged several antelopes, and made a 
handsome catch of trout, all in a week’s 
excursion. Manager H. B. Grant and 
General Agent Ben Schechter at Den- 
ver are making an excellent record. 

Charles D. Jolly, Denver ordinary 
manager Prudential, started his insur- 
ance career 30 years ago as agent for 
Frudential in Colorado. Three days 
after entering life insurance he married. 
30th anniversaries were celebrated the 
past week. 

W. J. Olive, general agent of Franklin 
Life in Holland, Mich., has just com- 
pleted 40 years with that company. 
During these four decades he has writ- 
ten over $5,000,000 of life insurance and 
has been on the App-a-Week Club for 
more than 18 consecutive years. 

Joe D. Morse, president of Home 
State Life and J. Hawley Wilson, gen- 
eral agent of Massachusetts Mutual 
Life have been appointed on the ex- 
ecutive committee of the Oklahoma 
City Better Business Bureau. 

Lyle L. Beach, counsel Continental 
Casualty and Continental Assurance, 
has risen to the aristocratic class. He 
was in the Billings Hospital in Chicago 
for 72 days and then was recuperating 
getting back to his office in June. He 
is an aristocrat in that his operation 
was one of only 28 similar cases known 
in this country. It was necessary to 
reach his stomach and_ oesophagus 
from the back so the operation was 
from that direction. He has a_ long 
scar as a souvenir. He came in con- 
tact with an eminent Chinese surgeon 
who told him that in that country such 
complaints as Mr. Beach had were more 
frequent and that hence surgeons were 
cognizant of the technique of opera- 
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“I don’t think I'll be needing accident insurance—just straight life.” 








tions. Mr. Beach now spends part of 
the day at his office and is gradually 
getting in form. 

Louis A. Reilly, former New Jersey 
insurance commissioner, is now post- 
master in Newark. 

Victor M. Stamm, Milwaukee general 


agent of Northwestern Mutual Life, 
and Mrs. Stamm are guests for a 
month at the lodge of Joseph E. Da- 


vies, former ambassador to Russia at 
Lake Placid. 

Officers and directors of Beneficial 
Life were hosts to Virgil H. Smith 
vice-president and secretary, at a din- 
ner on his 30th anniversary with the 
company. Raymond M. Johnson, as- 
sistant secretary, was toastmaster. 
Speakers included George J. Cannon, 
executive vice-president; J. Reuben 


Clark, Jr., and David O. McKay, vice- 
presidents, and Earl W. Peirce, treas- 
urer. Mr. Smith started as office boy 


and, according to his associates, has 
“done every job there was to be done 
in the office.” 

Maurice A. Hyde, vice-president of 
Security Mutual Life of Nebraska, has 
been named executive secretary of the 
Committee of 1,000, organized in Lin- 
coln as a non-political, non-partisan 
fact-finding educational organization to 
assemble and disseminate information 
of any kind that may assist in develop- 
ing good government, make surveys 
of public offices and publish qualifica- 
tions of candidates for public office. 


H. A. Behrens of Chicago, president 
Continental Assurance and chairman 
Continental Casualty, has gone to Sun 
Valley, Ida., where he owns a ranch, 
and from there will go to his place on 

Selvidere Island, San Francisco Bay, 
remaining until some time in Septem- 
ber. 

iN. R. Reno, Jr., Chicago agency man- 
ager of Equitable Society, was elected 
president of the Rainbow Division Vet- 
erans Association at the reunion in 
Tulsa this week. Mr. Reno enlisted in 
1917 when he was 18 years old, the first 
volunteer from Oak Park, Ill., where he 
still resides. He served in France with 
the 149th infantry and later in Ger- 
many with the army of occupation. His 
oldest son, Robert III, is now with the 
army air forces. 


Commander Henry G. Mosler, U.S. N. 
formerly 


Los 


or] 


with Massachusetts Mutual in 
Angeles and 1941 chairman of the 


Million Dollar Round Table, who now 
is executive officer at the Seattle naval 
base, was married in Seattle to Miss 
Mabel Madden of Cincinnati. 

Because of his duties Commander and 
Mrs. Mosler had a honeymoon of but a 
few days, which were spent in Victoria, 
B..€. 

Sara Frances Jones, Equitable Society, 
Chicago, was elected president of the 
Women’s Overseas Service League at 
the annual meeting in New York. 


DEATHS 


Chester F. Morrow, 57, vice-president 
and counsel of Baltimore Life, died at 
his home in Baltimore. He had un- 
dergone an operation about a month 
previously. He had _ been associated 
with Baltimore Life since 1927, first as 
treasurer and counsel and for the past 
year or so as vice-president and coun- 
sel. 

John Early Lee, who in partnership 
with William B. Lee served as general 
agent for Union Central Life in Dallas, 
died at the age of 77. The partnership 
signed to act as general agents for 
Union Central in 1911. Prior to that 
time the two men had been general 
agents at Birmingham, and later in 
Dalias for Northwestern Mutual Life. 
The partnership was originally formed 
in 1893. 











Mr. Lee was past president of the 
City County Hospital, park board and 
the City Plan Commission. 


who was as- 
is now 


A son, Hamilton Lee, 
sociated with him in the agency, 
a captain in the army air force. 

William F. Barnard, consulting actu- 
ary of Syracuse, N. Y., died of a heart 
attack. He was one of the founders of 
the American Institute of Actuaries and 
had been a consulting actuary for about 
50 years. 

Paul S. Kantz, 
Pontiac, Mich., for 
and Mrs. Kantz are 
death of their 28 years old 
Margaret V. Kantz. 


She attended the University of Ari- 
zona and the University of Texas. She 
was employed by the International Busi- 
ness Machine Company of Detroit. Her 
engagement to Bruce J. Annett was an- 
nounced and their marriage was to fol- 


district manager at 
Equitable Society, 
bereaved by the 
daughter, 


low his graduation from officers’ candi- 
date school at Miami, Fla. 


G. W. West, 80, a director of Union 
Mutual Life, died in Portland, Me., 
after a long illness. He was for many 
years a prominent utilities operator and 


NEW YORK 


COURSEN’S RECORD, 838 WEEKS 


Herbert R. Coursen, assistant man- 
ager W. J. Dunsmore agency of Equi- 
table Society, New York, has completed 
a record of 838 weeks uninterrupted 
production. Before he started his long 
period of weekly production, he had been 
with the Woods agency in Pittsburgh of 
Equitable Society four years. Mr. Cour- 
sen went to New York in 1922. His 
record is all the more unusual in that 
he can not give all of his time to per- 
sonal production since he is responsible 
for a-unit of 11 men. 











D. B. FLUEGELMAN CHAIRMAN 


D. B. Fluegelman, Recht agency of 
Northwestern Mutual, was_ elected 
chairman of the new board of directors 
of the New York City Life Underwrit- 
ers Association at its first meeting. Mr. 
Fluegelman has been a director a num- 
ber of years and was chairman of the 
field underwriters committee last year. 
He has also been a member of the ad- 
ministrative committee and is chairman 
of the war bond organizing committee. 
He was chairman of the successful edu- 
cational course and is active in the sale 
of National Service Life Insurance in 
army camps on numerous other com- 
mittees. 

Mr. Fluegelman is a large personal 
producer and is considered particularly 
capable in the pension trust and busi- 
ness insurance field. He became a 
C.L.U. im 1935. 

A directors’ meeting has been called 
July 16 to consider the appointment of 
an executive manager to succeed J. M. 
Hughes, who resigned recently to be- 
come home office agency field assistant 
for Home Life of New York. 


MAY SALES SHARPLY HIGHER 


May ordinary life sales in New York 
City, as estimated by the Life Insurance 
Sales Research Bureau and_ released 
through the New York City Life Under- 
writers Association, were $45,905,000, 
compared with $34,051,000 for the same 
month a year ago. 


TO HAVE DISCUSSION LATER 


As a result of the interest stirred up 
by Leon Gilbert | Simon’s advocacy of 
the “all-company” license plan about 35 
prominent agents met in New York City 
Monday to discuss the idea. The con- 
sensus, Mr. Simon said afterward, was 
that there should be a round-table dis- 
cussion in the fall at which all interested 
might express their views. 


Bryson Is Richmond President 
George T. Bryson, Sun Life of Can- 
ada, has been elected president of Life 
Agency Managers, Inc., of Richmond. 
He succeeds Jesse A. Hood, Union 
Central. Benjamin Cottrell, State Mu- 
tual, is vice-president; P. F. Mullinax, 
New York Life, secretary - treasurer. 
These officers with Jesse A. Hood and 
D. Sam Perry, Acacia Mutual, com- 
prise the new executive committee. 


Hoghe Is June Leader 

The Russell L. Hoghe agency of 
Equitable Life of Iowa in Los Angeles 
ranked No. 1 of all the company’s agen- 
cies for June. 


“Don’t search, don’t write, don’t phone 
for brokerage questions. Save time and 
money, get “Who Writes What?” the 
book with answers. $2.50. Order from 
National Underwriter. 


IN U. S. WAR SERVICE 


Harry A. Richardson, editor of Mu- 
tual Benefit’s field magazine, “The Peli- 
can,” and an active member of the 
agency 
and sales 
commissioned 





department staff in advertising 
promotion 
lieutenant 


work, has been 
(j.g.) in the 





reserve. He is stationed in 
D. C., with the bureau of 
ships. He has been with Mutual 
Benefit since 1930. Two other mem- 
bers of the editorial staff are also now 
serving in the naval reserve, Lt. Charles 
E. Frey and Ensign Robert J. Walker. 


Lieut. Col. Robert H. Wienecke, 
former Chicago life man, was mentioned 
in dispatches from Sicily this week as 
the directing head of the supply service 
for all the airborne troops which in- 
vaded the island. The project was 
termed the greatest invasion by air in 
history. Lieut. Col. Wienecke formerly 
was supervisor of Mutual Trust Life in 
charge of Cook County and the home 
office agency and previously was life 
department manager of Stewart, Keator, 


naval 
Washington, 


Kessberger & I.ederer, Chicago general 
insurance agency, and before that for 


several years was assistant manager of 
Union Central in that city. 


Thomas W. Huston, formerly in the 
purchasing department of State Life of 
Indianapolis, has been promoted to 
major in the marine corps. He was one 
of the organizers of the Indianapolis 
marine corps reserve. He and his wife 
have been living at San Diego for the 
last 18 months. He is on the staff of 
Col. LeRoy Hunt and has been on over- 
seas duty more than a year, spending 
considerable time on Guadalcanal. Re- 
cently he has been in a New Zealand 
hospital recovering from an attack of 
malaria. 

Ensign Leland T. Waggoner, agency 
assistant in the home office of Mutual 
Life, before joining the naval reserve 
last year, has been promoted to lieuten- 
ant (j.g.). He is insurance officer at 
the Naval Reserve Midshipmen’s School 
at Northampton, Mass., and author of a 
booklet on government insurance. 


John C. Ring, superintendent of Bos- 
ton Mutual Life at Lynn, Mass., has 
joined the navy. An acting superinten- 
dent will be named soon. 

A. L. Bramble, Norfolk, Va., man- 
ager of Shenandoah Life, has been 
commissioned a captain in the artillery 
in the army 








Gordon V. Rhoades of Covina, Cal., 
who represents Mutual Life, has been 
elected commander of the Covina Pest 
of the American Legion. 

Walter T. Shepard, general agent of 
Lincoln National Life, has been named 
chairman of the war bond committee of 
the Life Managers Association of Los 
Angeles. 
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LIFE AGENCY CHANGES 





Dewey Mason to 
Occidental in Cal. 


Dewey R. Mason, who has been 
general agent of Aetna Life in Syra- 
cuse, N. Y., has been appointed gen- 
eral agent of Occidental Life of Cali- 
fornia at Riverside, Cal. His territory 


includes San Bernardino and Pomona. 
Mr. Mason is a native of Marion, 
N. Y. He graduated from the Uni- 


versity of Rochester, and entered life 
business in 1922 with the Cerf agency 
of Mutual Benefit Life in New York 





DEWEY R. 


MASON 


City. Later he became supervisor of 


that agency. 


In 1927 he opened the new uptown 
agency of Aetna Life in New York 


City, and three years later was trans- 
ferred to the home office as assistant 
superintendent of agencies. Early in 
1933 he was appointed general agent in 


Jacksonville, Fla., and in 1936 was 
transferred to Syracuse. 
He is widely known among life in- 


surance men, and has spoken on many 
occasions at N. A. L. U. and other as- 
sociation meetings and sales congresses. 





Hart Named at Portland, Ore. 

In a recent five-week trip to the west 
coast, J. V. Whaley, director of agencies 
of Franklin Life, established a_ state 
agency for Oregon in Portland under 
the direction of Leonard Hart, general 
agent, and spent considerable time visit- 
ing agents in California and Washing- 
ton. Mr. Hart also is general agent of 
the intermediate accident and health di- 
vision of Continental Casualty. 





Rose with Guarantee Mutual 


Llewellyn Rose, Austin, Tex., for sev- 
eral years general agent of Minnesota 
Mutual Life and later of Protective Life, 
has been appointed Austin general agent 
of Guarantee Mutual Life, with offices 
in the Nash building. 
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Marx Named Supervisor of 
Reese Agency in N. J. 





Edward J. Marx of the home office 
agency of Penn Mutual Life has been 
ap pointed 
by Gen- 
eral Agent 
Joseph H. 
Reese as 
agency 
supervisor 
for south 
Jersey ter- 
ritory. He 
resides in 
Merchant- 
ville. Mr. 
Marx suc- 
ce eds 
Franklin 
G. Stull, 
who has 
become 
general 





Edward J. Marx 


agent at 
Seattle. 
Mr. Marx has been a Penn Mutual 


agent for 12 years, specializing in mod- 
erate income programs. He was a cap- 
tain overseas in the former war then 
was with the Victor Talking Machine 
Company for 12 years in an executive 
position. 

He is a native of Easton, Pa., and was 
graduated from Lafayette College. Mr. 
Marx will maintain headquarters in the 
Penn Mutual home office. He will be 
assisted in supervision of the seashore 
counties by William F. Duffy, who will 
continue to maintain his office in Atlantic 
City. 


L. D. Hoover Walla Walla 
Head of Occidental 


Lambert D. Hoover has been ap- 
pointed general agent of Occidental 
Life of California at Walla Walla, 


Wash., to succeed the late W. P. Wil- 
liams, who represented the company 
more than 20 years. 

After mercantile experience, he signed 
an agent’s contract in 1916 with Amer- 





LAMBERT D. HOOVER 


ican Medical Life, which was reinsured 
by Occidental that year. Since joining 
Ocsidental he consistently has quali- 
fied for the Los Conquistadores Club 
and has an app-a-week record of 362 
consecutive weeks. 

Jack McGuire has been appointed 
general agent in Pueblo, Colo.  For- 
merly an automobile salesman, he or- 
ganized the insurance department of the 
Sam Jones Agency there, which he 
headed for 10 years, becoming one of 
the best known casualty insurance men 
in the city. 


New Dallas President 
Joins Southwestern 





On the same day that he assumed the 
presidency of the Dallas Association of 
Life Underwriters, 
Charles E. Seay 
joined the agency 
there of Southwest- 
ern Life. Recently, 
he was one of four 
members of the 
agency to be hon- 
ored at a luncheon 
given by C. F. 
O’Donnell, __ presi- 
dent, all of whom 
have been honored 
by their fellow un- 
derwriters. The 
others are John P. 
Costello, newly 
elected president of the Texas Associa- 
tion of Life Underwriters; Harry M. 
Roberts, retiring president of the Dallas 
association; W. Campbell Green, retiring 
president of the Dallas Life Managers 
Club, and Mr. Seay. 

Mr. Seay has_ been 
Life. 





Seay 


Chas. E. 


with Southland 


Dieckhoff Second General 
Agent in San Francisco 


Edward H. Dieckhoff, general agent 
of Connecticut Mutual in Denver, has 
been transferred as general agent to San 
Francisco. S. M. Holderness, coast su- 
pervisor and General Agent Phinehas 
Prouty, Jr., of Los Angeles, spent the 
week in San Francisco welcoming Mr. 
Dieckhoff and conferring relative to fu- 
ture business. This is the second gen- 
eral agency in San Francisco. William 
V. Power has been general agent there 
for a number of years. 

Mr. Dieckhoff started with Connecti- 
cut Mutual as an agent of the old Chase 
general agency (now Zimmerman) in 
Chicago in 1932. He went to Milwau- 
kee about 1937 with the Jacobs agency 
as supervisor, and was transferred to 
Denver as general agent about four 
years ago. He has been quite success- 
ful there. 





Davy to San Francisco 
as Manager of Home Life 


Hugh W. Davy, field superintendent 
of Home Life of New York in Salt 
Lake City, has been transferred to San 
Francisco as manager. He signed a 
contract with the company in 1932, 
while attending Cornell University. He 
worked in various departments of the 
home office, going to Salt Lake in the 
fall of 1933. He left Salt Lake in 
January, 1942, to receive special train- 
ing at the home office and was sent to 
Washington, D. C., in charge of hiring 
and training new agents. He returned 
to Salt Lake City last July. 


Washington National N. J. 
Organization Expanded 


Due to the rapid growth of its busi- 
ness in northern New Jersey, Wash- 
ington National has opened two new 
district offices at Montclair and Plain- 
field, N. J. 

Stanley Mead, who started in New- 


a Unit 








K. W. GALE 
The Williamsport, Pa. agency of 
Massachusetts Mutual Life, has been 


placed under the management of E. W. 
Gale, general agent at Wilkes-Barre, 
who now directs both offices. Donald 
M. Wieland, who has served as gen- 
eral agent at Williamsport since 1935, 
resigned. He will continue as a mem- 
ber of the agency, devoting his full time 
to personal selling. 

Mr. Gale was appointed at Wilkes- 
3arre in 1941. He was formerly 
agency assistant, having entered Massa- 
chusetts Mutual service in 1939, follow- 
ing several years of life insurance ex- 
perience at Chicago. 





in 1933 as an agent, and for the 
past four years field superintendent, 
becomes manager of the Montclair of- 
fice. Elmer Bray, agent, Caldwell, 
N. J., is promoted to field superintend- 
ent at Montclair. 

George Randall, who entered the 
employ of Washington National as an 
agent in Newark in 1928 and for 10 
vears field superintendent, is manager 
of the Plainfield office. Kenneth 
Thorn, Westfield agent, becomes field 
superintendent in Plainfield. 

Both the Plainfield and Montclair 
offices will be under the supervision of 
W. O. Barnes, Newark manager, who 
has represented Washington National 
in northen New Jersey for 15 years. 


Dean Logan Capitol Life 
Kansas Agency Manager 


Dean E. Logan has been appointed 
agency manager for Kansas of Capitol 
Life with headquarters at Wichita. He 
was formerly with Northwestern Na- 
tional, starting as agent, then becom- 
ing assistant manager in Omaha and 
for the past 14 years he has been serv- 
ing as home office supervisor. 





Bruhn Named in Indianapolis 


John <A. Bruhn, formerly district 
agent of Indianapolis Life, has been ap- 
pointed general agent in Indianapolis by 
Continental Assurance. Mr. Bruhn 
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will have charge of Indianapolis and vi- 
cinity from headquarters in the Circle 
Tower. He was for 11 years with the 
water company in Indianapolis. More 
than three years ago he entered life 
insurance with Indianapolis Life, be- 
coming district agent in Indianapolis. 
He is a former president of the In- 
dianapolis Junior Chamber of Com- 
merce and a graduate of DePauw. 





Discontinue Los Angeles Branch 


The California branch office of Crown 
Life of Canada in Los Angeles, Arch 
Brown, manager, has been discontinued, 
and the company will be represented by 
Edward Brown & Sons as_ general 
agents. 


Names New Field Assistants 


Travelers has appointed two field as- 
sistants in the life department. 

Cyril J. Kane of New Rochelle, N. Y., 
has been assigned to the New York City 
Empire State branch. He served as as- 
sistant manager for a local loan com- 
pany in 1 Chicago from 1933 to 1941 and 
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then became manager for the company 
at a branch in New York City. From 
August, 1941, until the present time he 
served as branch manager for Security 
Finance Company in New Rochelle. 

Emmett D. Caldwell was assigned to 
Dallas as field assistant. For the last 
19 years he was branch office manager 
in Dallas and Fort Worth for Terrell & 
Company, a personal loan concern of 
Minneapolis. Prior to that he was em- 
ployed by Barrett Company in Dallas 
for two years. Mr. Caldwell took spe- 
cial courses in personnel work at South- 
ern Methodist University and a business 
extension course at the University of 
Chicago. He also attended Drawns 
Business College in Dallas. 


McNabb St. Joseph Manager 


E. A. McNabb of Des Moines has 
been appointed manager of Mutual 
Benefit Health & Accident and United 
Benefit Life in St. Joseph, Mo. He has 
been Des Moines agency supervisor for 
two years. Before that he was Des 
Moines manager of Kansas City Life. 








NEWS OF LIFE 


ASSOCIATIONS 





Chicago Association 
Again Largest 


The Chicago Association of Life Un- 
derwriters was the largest in the United 
States, according to the New York head- 
quarters of the National association, for 
the year ended June 30. This is the 
fourth time in the last five years that 
Chicago has led in paid membership. 
Gross membership at the end of the 
fiscal year was 2,020, of which 162 are 
in military service, giving a net mem- 
bership of 1,858. New York City is sec- 
ond with gross 1,940 and net 1,717, as 
there are 223 in military service. 

Chicago dropped back a year ago 
when all the facilities were devoted to 
the war bond drive. It had held the 
leadership for three years. 


Resume Normal Activities 


Unusually wide interest in the legis- 
lation, education and business ethics pro- 
gram was largely responsible for Chi- 
cago taking the lead this year, Louis 

3ehr, Equitable Society, president, de- 
clared. J. H. Brennan, immediate past 
president, and R. R. Reno, Jr., Equitable 
Society, general membership chairman 
and his co-chairmen, B. C. Howes, Berk- 
shire Life, who was in charge of “loop” 
offices, and E, C. Berger, Prudential, in 
charge of offices elsewhere, directed the 
membership effort. 

In the first half year, teams captained 
by H. R. Schultz, Mutual Life of New 
York, and Charles Ford, Prudential, 
were leaders; in the second half, win- 
ning teams were captained by I 
Pilkington, Mutual Life of New 
and Charles Ford, Prudential. 


Pa. Association, Webster 
Given War Bond Citations 
H ARRISBURG, PA.—For outstand- 


ing work in the promotion of war sav- 
ings, the Pennsylvania Association of 
Life Underwriters and Steacy E. Web- 
ster, Provident Mutual, Pittsburgh, 
chairman of its war savings committee, 
were presented distinguished service 
citations by R. W. Gregory, associate 
state war savings staff administrator, in 
connection with a special meeting of 
the state association executive commit- 
tee, called to outline plans for the asso- 
ciation’s participation in the third war 
loan drive. 


York, 


A. C._F. Finkbiner, Northwestern 
Mutual, Philadelphia, new president of 
the state association, presided at the 


executive committee meeting. 


Seeks St. Louis Bond Record 


ST. LOUIS—The week of July 26-31 
las been designated as “Insurance 


Week” at the Little White House, 
sponsored by the St. Louis Association 
of Life Underwriters, General Agents & 
Managers Association and the St. Louis 
C.L.U. chapter to further the sale of 
war bonds and stamps. An effort will be 
made to set an all-time record for sales 
in any week. The Insurance Board of 
St. Louis has urged its members to 
round up their friends, relatives and ac- 
quaintances. Other insurance bodies 
also are aiding the special drive. 


Gooding Named Alabama 
President by Mail Vote 


BIRMINGHAM, ALA.—Electing ot- 
ficers by mail ballot without holding 
a regular convention, the Alabama As- 
sociation of Life Underwriters has 
named Frank G. Gooding, Metropolitan 
Life, Anniston, president to succeed 
Frank W. Drake, Massachusetts Mu- 
tual, Birmingham. 

James D. Wilcox, Mutual Life, 
president of the managers group of the 
Birmingham Association of Life Un- 
derwriters, was elected vice-president 
and John Kay, Life & Casualty, Bir- 
mingham, renamed secretary-treasurer. 

New trustees are L. J. Polizzi, Mo- 
bile; R. D. Quisenberry, Montgomery, 
and Tom W. Brents, all retiring presi- 
dents of their local associations. 

Mr. Drake said arrangements for a 
convention were made some weeks ago, 
with four nationally prominent speakers 
scheduled, but that it was called off in 
a desire to cut down travel and co- 
operate with the war effort. Tusca- 
loosa, where the convention was 
planned, also reported lack of hotel ac- 
commodations and the same was true of 
Mobile, next in line. 


Iowa Secretary Resigns 


DES MOINES—F. W. Van Rheenen, 
Prudential, Sioux City, who was 
elected secretary-treasurer of the Iowa 
Association of Life Underwriters at the 
recent state convention, has resigned. 
Charles J. Stratton, Metropolitan Life, 
Dubuque, who was elevated from sec- 
retary to first vice-president, is serv- 
ing as acting secretary-treasurer until 
a new officer is selected. 





‘trie, Pa.—New officers are: President, 
Edward Kupferberg, Metropolitan Life; 
vice presidents, Carlyle P. Ruhl, Pruden- 
tial, and John Kraus, Western & South- 
ern; treasurer, James O. Miller, Pruden- 
tial; secretary, James L. Guerdon, Penn 
Mutual. 

Austin, Tex. Three speakers from 
other fields were heard. Lieutenant Van 
Houton of the WAC and Ensign Murray 
of the SPARS told of their work, and 
Bascom Giles, Texas land commissioner, 





outlined the 
lands. 

Bob Lyles, vice president of the Texas 
association, reviewed briefly the one-day 
council meeting in Fort Worth. 

Rochester, N. Y.—The new president is 
Earl W. Yago, Mutual Life; vice-presi- 
dent, Paul E. Van Horn, Travelers; sec- 
retary, Eugene A. Ging, Metropolitan. 

Dayton, O.—Walter S. Bunn was in- 
stalled as the new president at the final 
meeting of the season. Major R. R. Kay, 
insurance and claims officer of the ma- 
terial command, Wright Field, gave a 
talk on National Service Life Insurance. 
Fred G. Ruhl, retiring president, an- 
nounced that membership is at the rec- 
ord high of 205. Seventeen members are 
in uniform. 

Sacramento, Cal.—Elmer E. Scherf has 
been elected president to succeed W. M. 
Rigby. John Vayder is vice-president; 
Louise Javalet, secretary-treasurer. 

Dodge City, Kan.—The ‘new president 
is E. E. Turner, Prudential; vice-presi- 
dent, Charles Holladay, Kansas City Life, 
and secretary-treasurer, Charles Henry, 
Victory Life. 

Allen-Neosho County, Kan. 
elected are: Ralph Wilcott, 
Men's Assurance, president; Albert A. 
Baltz, Prudential, vice-president; Wil- 
liam Pownall, Metropolitan, secretary- 
treasurer. Monthly meetings are being 
continued with the July session in Iola. 

Coffeyville, Kan.—Arthur Webb, Aetna 
Life was elected president, succeeding 
G. H. Stangland. N. C. Bunch is vice- 
president and F. A. Thompson, secretary. 
Leo R. Porter, Wichita, deputy state ad- 
ministrator war savings staff, attended 
the meeting. 

Gadsden, Ala.—The new president is 
J. B. Parsons, Commonwealth Life; vice- 
president, W. W. Henley, National Life 
& Accident; secretary, Jack Fox, Metro- 
politan Life. 

Petersburg-Hopewell, Wa.—Types of 
courage needed by the life agent of to- 
day to meet the problems confronting 
him were outlined by Howard J. Brooks, 
Richmond manager of Shenandoah Life. 
William Barnes was installed as presi- 
dent. 

Syracuse, N. H. Rogers, 
Guardian Life, has been elected presi- 
dent. Vice-president is William R. Rob- 
ertson, Massachusetts Mutual; secretary, 
William M. Hanley, Metropolitan Life; 
executive secretary and treasurer, Mrs. 
Grace V. McCrea, Farmers & Traders 


COMPANIES 


Continental American Now 
Has $150,000,000 in Force 


Continental American Life passed a 
milestone June 30 when insurance in 
force exceeded $150,000,000. This mark 
resulted from a fine improvement in new 
sales the first half of 1943 and an all 
time high persistency rate in the same 
period. 

The company in its 36 years has had 
a healthy, consistent growth, due to 
sound management policies. It started 
in a limited territory in 1907 with the 
late Philip Burnet as founder and first 
president, and now operates in all the 
central eastern states, having entered 
New York state in 1932. 

From its inception, Continental Amer- 
ican has emphasized the importance of 
providing for the policyholder the maxi- 
mum of life insurance protection at the 
most favorable cost. One of the out- 
standing results of this philosophy was 
the introduction*in 1930 of the now 
famous family income policy, since 
adopted by most other companies. This 
philosophy of extra protection for the 
policyholder also was responsible for 
such innovations as one year term insur- 
ance additions, an unusual change-of- 
plan provision and several other attrac- 
tive policy features. 
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Sterling of Chicago 
Buys Michigan Av. Property 


Interests identified with Sterling of 
Chicago are completing arrangements 
for the purchase of the five story build- 
ing with pent house and observatory at 
737 North Michigan avenue and Ster- 


ling, which is now located at 309 West 
Jackson boulevard, will occupy about 
30,000 square feet of floor space. The 
property will be named the Sterling 
building. Sterling will occupy the sec- 
ond and third floors, the pent house and 
part of the basement. 

The building was put up in 1926 by 
the Chapin estate from plans by Andrew 
Rebori. The property was then valued 
at $1,400,000 for land and building. Ac- 
cording to the latest assessor’s figures 
the present valuation is $578,124. It is 
owned by Northwestern Mutual Life. 


National Life Statement 


National Life of Vermont has issued 
a six months statement showing assets 
as of July 1, $253,949,910, as compared 
with $245,486,223 at the beginning of 
the year. Income for the first six 
months was $22,239,291 and disburse- 
ments $13,775,605. 


Artiman Field Assistant 


Bankers National Life has appointed 
Leo Arffman as agency field assistant 
for the ordinary department. 

Mr. Arffman has been a member of 
the home office staff for more than 14 
years, having served as manager of the 
borrowers protection and blanket cover- 
age departments. 


Columbian National Leaders 

For the first six months of 1943, Co- 
lumbian National’s top ranking life 
agencies were the W. S. Vogel agency, 
Newark; Thayer Quinby agency, Bos- 
ton; Midcity agency, New York City; 
Beardslee agency, New York City, and 
Johnstone & Miller, Kansas City. 

In accident and health business the 








leading agencies were the Beardslee 
agency, New York; Vogel agency, 
Newark; R. F. (Coffman agency, 


Wichita; D. F. Nesbitt agency, Spring- 
field, and the St. Louis agency. 

The leading personal producer was 
William S. Vogel of Newark, with Wil- 
liam Schlesinger of New York City 


second. 


Here an agent is a real 
flesh and blood per- 
sonality to everyone 
in the Home Office 
from the office boys te 
the President AND— 


we are not so big that 





anyone on the assem- 
bly line forgets that an 
agent can only make 
his money on deliv- 
ered policies. That's 
why the app gets 
right-of-way until the 
policy is in the mail 
bag. 


CENTRAL LIFE 


Insurance Company 
of Illinois 


211 W. Wacker Drive, Chicago 
Aurrep MacArtuur, President 
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ployes, the classification will be con- 
sidered discriminatory in favor of such 
highly paid employes. 

Section 165 (a) (5) contains a provi- 
sion to the effect that a classification 
shall not be considered discriminatory 


within the meaning of subparagraph (B) 
merely because there are excluded from 


the plan employes whose annual re- 
muneration is $3,000 or less and as to 
which the social security act applies. 


This provision, in conjunction with sub- 
paragraph (B), is intended to permit 
plans to qualify which supplement the 
social security program. A _ classifica- 
tion which excludes all employes the 
whole of whose remuneration constitutes 
wages under section 1426 (a) (1) (re- 
lating to the federal insurance contri- 
butions act), or a classification includ- 
ing such employes in a plan under 
which the contributions or benefits based 
on that part of an employe’s remunera- 
tion which is excluded from wages un- 
der such law differs from the contribu- 
tions or benefits based on the employe’'s 
remuneration not so excluded, will not 
be a discriminatory classification merely 
because of such exclusion or difference. 
However, in making his determination 
with respect to discrimination in classi- 
fication under section 165 (a) (3) (B) 
the commissioner will consider whether 
the total benefits resulting to each em- 
ploye under the plan and under such 
law or under such law only established 
an integrated and correlated retire- 
ment system satisfying the tests of sec- 
tion 165 (a). Thus, a classification of 
employes under any plan which results 
in relatively or proportionately greater 
benefits for employes earning above any 
specified salary amount or rate than for 
those below such salary amount or rate 
may be found to be _ discriminatory 
within the meaning of subparagraph (B) 
unless such relative or proportionate 
differences in benefits as between em- 
ployes resulting from such classifica- 
tion are approximately offset by the re- 
tirement benefits provided by the social 
security act. For this purpose the total 
social security act benefits of an em- 
Ploye, in view of the supplementary 
benefits provided by such law, may be 
considered as 150% of the primary in- 
surance benefit provided thereby. A 
plan supplementing the social security 
act and excluding employes earning 
$3,000 per annum or less will not, how- 
ever, be deemed discriminatory merely 
because, for administrative convenience, 
it provides a reasonable minimum bene- 
fit not to exceed $20 a month. Similar 
considerations, to the extent applicable 
in any case, will govern classifications 
under plans supplementing the benefits 
provided by other federal or state laws. 
See section 165 (a) (5). 





SEVERAL TRUSTS 





An employer may designate several 
trusts or a trust or trusts and an an- 
nuity plan or plans as constituting one 
plan which is intended to qualify under 
section 165 (a) (3), in which case all of 
such trusts and plans taken as a whole 
may meet the requirements of such sec- 
tion. The fact that such combination 
of trusts and plans fails to qualify as 
one plan does not prevent such of the 
trusts and plans as qualify from meet- 
ing the requirements of section 165 (a). 

It is provided in section 165 (a) (6) 
that a plan will satisfy the requirements 
of section 165 (a) (3), if on at least one 
day in each quarter of the taxable year 
of the plan it satisfies such require- 
ments. This makes it possible for a 
new plan requiring contributions from 
employes to qualify if by the end of the 
quarter-year in which the plan is 
adopted it secures sufficient contributing 
participants to meet the requirements of 
section 165 (a) (3). It also affords a 
period of time in which new participants 
may be secured to replace former par- 
ticipants, so as to meet the requirements 
of either subparagraphs (A) or (B) of 
section 165 (a) (3). 

§ 19.165 (a) (4)-1 Discrimination as 
to contributions or benefits. To be ex- 
empt under section 165 (a) a trust must 


not only meet the coverage require- 
ments of section 165 (a) (3), but, as 
provided in section 165 (a) (4), it must 


of a plan under which 
contribu- 
officers, 
principal 
the work 
compen- 


also be a 
there is no 


part 
discrimination in 
tions or benefits in favor of 
shareholders, employes whose 
duties consist in supervising 
of other employes, or highly 


sated employes as against other em- 
ployes whether within or without the 
plan. However, section 165 (a) (5) sets 


out certain provisions which will not in 

themselves be discriminatory 
the meaning of paragraphs (3) 
of section 165 (a). (See section 
165 (a) (3)-1.) Thus, a plan will not be 
considered discriminatory merely be- 
eause the contributions or benefits bear 
a uniform relationship to total compen- 
sation, or to the basic or regular rate 
of compensation, or merely because the 
contributions or benefits based on the 
first $3,000 of annual compensation of 
employes subject to the federal insur- 
ance eontributions act differ from the 
contributions or benefits based on the 
excess of such annual compensation over 
$3,000. The exceptions specified in sec- 
tion 165 (a) (5) are not an exclusive 
enumeration, but a recital of provisions 
frequently encountered which will not 
of themselves constitute forbidden dis- 
crimination in contributions or benefits. 
Variations in contributions or benefits 
may be provided so long as the plan, 
viewed as a whole for the benefit of em- 
ployes in general, with all its attendant 
circumstances, does not discriminate in 
favor of employes within the enumera- 
tions with respect to which discrimina- 
tion is prohibited. 

A plan which excludes employes, the 
whole of whose remuneration § consti- 
tutes wages under section 1426 (a) (1) 
(relating to the federal insurance con- 
tributions acty, or a plan in which the 
contributions or benefits based on that 
part of an employe’s remuneration which 
is excluded from wages under such law 
differs from contributions or benefits 
based on the employe’s remuneration 
not so excluded, or a plan in which the 
contributions or benefits differ because 
of any retirement benefit created under 
state or federal law, will not be dis- 
criminatory because of such exclusion 
or difference, provided the total benefits 
resulting under the plan and under such 
law establish an integrated and corre- 
lated retirement system satisfying the 
tests of section 165 (a). 

Although a plan may provide for ter- 
mination at will by the employer this 
will not of itself prevent a trust from 
qualifying as exempt under section 165 
(a). However, in certain cases that fact 
may necessitate some provision in the 
plan which will preclude such termina- 
tion from effecting the prohibited dis- 
criminations. This may occur where, 
for example, certain officers or highly 
compensated employes are at the incep- 
tion of the plan within a few years of 
retirement age and the operation of the 
plan will fund and vest their benefits 
in a short period, thus resulting in such 
discriminattion in favor of such officers 
or highly compensated employes. 

§ 19.165 (a) (4)-2 Effect of amend- 
ments to section 165 (a) on old and new 
stock bonus, pension, profit-sharing, and 
annuity plans. Section 162 (d) of the 
revenue act of 1942 makes the require- 
ments of section 165 (a) (3), (4), (5), 
and (6) inapplicable for taxable years 
beginning prior to Jan. 1, 19438, in the 
ease of a stock bonus, pension, profit- 
sharing, or annuity plan in effect on or 
before Sept. 1, 1942. In such cases, for 
such taxable years a trust will be ex- 
empt if it complies with section 165 (a) 
(1) and (2), except that for taxable 
years beginning prior to Jan. 1, 1940, 
it need not comply with section 165 (a) 
(2). The provisions of § 19.165-1, prior 
to amendment by this Treasury decision, 
are applicable in such a case to a tax- 
able year beginning after Dec. 31, 1941, 
and prior to Jan. 1, 1943. A plan which 
requires the use of a trust is not in 
effect as of Sept. 1, 1942, if there was 
no valid trust in existence at that time. 
A plan requiring the purchase of an 
annuity or insurance contract or con- 
tracts is not in effect as of Sept. 1, 
1942, if there is no such contract or con- 
tracts in effect at that time. 

In the case of a plan in effect on or 
before Sept. 1, 1942, the plan will be 
considered as satisfying the require- 
ments of section 165 (a) (3), (4), (5), 
and (6) for the period beginning with the 
beginning of the first taxable year fol- 


and of 
within 
or (4) 


lowing Dec. 31, 1942, and ending Dec. 
31, 1943, if the plan satisfies such re- 
quirements by Dec. 31, 1943. Thus, if 
an employer having such a plan in ef- 


a return on the basis of the 
will have until Dec. 
his plan so as to 


fect makes 
calendar year, he 
31, 1943, to amend 
make it satisfy such requirements for 
the calendar year 1943. Also, if he is 
on a fiscal year basis he will have until 
Dec. 31, 19438, to amend his plan with 
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respect to a taxable year beginning 


after Dec. 31, 1942. 
In the case of plans not in effect on 


1942, the amendments 
165 by section 162 of 
1942 are applicable 


or before Sept. 1, 
made to section 
the revenue act of 
to all taxable years beginning after 
Dec. 31, 1941. However, if such a plan 
satisfies the requirements of section 165 
(a), €3), ©), ©), and (6) by Dec. si, 
1943, it shall be considered as satisfy- 
ing such requirements for the period be- 
ginning with the date such plan is put 
into effect and ending Dec. 31, 1943. 
* * + 
§ 19.165 of benefici- 


(b)-1 Taxability 


ary under a trust which meets the re- 
quirements of section 165 (a). Section 
165 (b) and (c) relates to the taxation 


of the beneficiary of an employes’ trust. 
If an employer makes a contribution for 
the benefit of an employe to a trust for 
the taxable year of the employer which 
ends within or with a taxable year of 
the trust for which the trust is exempt 
under section 165 (a), the employe is 
not required to inelude such contribu- 
tions in his income except in the year 
or years in which such contributions are 
distributed or made available to him. It 
is immaterial in the case of contribu- 
tions to an exempt trust whether the 
employe'’s rights in the contributions to 
the trust are forfeitable or nonforfeit- 
able either at the time the contribution 
is made to the trust or thereafter. The 
distribution from such an exempt trust 
when received or made available will 
be taxable to him as if it were an an- 


nuity to the extent provided in section 
22 (b) (2). The provisions of section 


165 (b) relate only to distributions by 
a trust which is exempt under section 
165 (a) for the taxable year of the trust 
in which the distribution is made. If a 
trust is exempt for the taxable year 
in which the distribution occurs, but 
was not so exempt for one or more 
prior taxable years, the amount of any 
such taxable distribution may be re- 
duced by the part thereof shown to the 
satisfaction of the commissioner to be 
properly allocable to employer’s con- 
tributions or earnings of the trust pre- 
viously accounted for as taxable income 
by the employe or to earnings of the 
trust previously accounted for as taxa- 
ble income by the trust. Where the dis- 
tribution occurs in a taxable year of 
the trust for which it is not exempt un- 
der section 165 (a), the taxability of 
such distribution will depend on the tax- 
able status of the trust at the time of 
the distribution. If such trust was not 
exempt for one or more prior taxable 
years, the adjustments outlined above 
may be made in connection with any 
distribution. 

If a trust exempt under section 165 
(a) purchases an annuity contract for 
an employe and distributes it to the em- 
ploye in a year for which the trust is 
exempt, the contract containing a cash 
surrender value which may be available 
to an employe by surrendering the con- 
tract, such cash surrender value will not 
be considered income to the employe 
unless and until the contract is sur- 
rendered. 


BENEFICIARY TAX 








If pension or annuity payments are 
continued after the death of a retired 
employe to his beneficiary, such bene- 
ficiary will be required to include such 
pension or annuity payments in income 
to the same extent that the deceased 
employe would have been required to 
include such payments in income had 
he lived to receive such payments. See 
also section 126 (a). If the trust pur- 
chases under the plan retirement income 
insurance with life insurance protection 
payable upon the death of the employe 
participants, so much of the premium 
as was paid for the contributions of 
the employer or earnings thereon for 
such life insurance protection will con- 
stitute income to the employe for the 
year or years in which the contributions 
or earnings are applied to the purchase 
of such life insurance. If the amount 
payable upon death at any time during 
the year exceeds the cash value (or if 
no cash value, then the reserve) of the 
insurance policy at the end of the year, 
the entire amount of such excess will 
be considered current life insurance pro- 
tection. The cost of such insurance will 
be considered to be the one-year term 
premium for such amount based upon 
the rates of the company issuing the 
annuity contract (or if no one-year term 
policy is issued, the cost of such one- 
year term computed by using the same 
mortality table and rate of interest and 
rate of loading as was used in deter- 
mining the rates for the annuity con- 
tract). The determination of the cost 
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of life insurance protection may be il- 
lustrated by the following example: 
* * * 


A policy is purchased by an employer 
for an employe 35 years of age, provid- 
ing an annuity of $100 per month upon 
retirement at age 65, with a minimum 
death benefit of $10,000. The level an- 
nual premium for the policy is $436.40. 
The insurance payable if death occurred 
The 


in the first year would be $10,000. 
eash value at the end of the first year 
is 0. The net insurance is therefore 


$10,000-0, or $10,000. Assuming that the 
one-year term premium for the same 
insurance company is $12.15 per $1,000, 
the premium for $10,000 of life insur- 
ance is therefore $121.50, and this is 
the amount to be reported as income by 
the employe for the vear. The balance 
of $314.90 is the amount contributed for 
the annuity, which is not taxable to the 
employe under a plan meeting the re- 
quirements of section 165 (a), except as 
provided under section 165 (b). Assum- 
ing that the cash value at the end of the 


second year is $480, the net insurance 
would then be $9,520 for the second 
year. With a one-year term rate of 


$12.33 (age 36), the amount to be re- 
ported as income to the employe would 
be $117.38. Any amounts paid under 
an annuity contract as a death benefit, 
not in the nature of life insurance, shall 
be included in the income of the bene- 
ficlary when received, and is not ex- 
eluded from income under section 22 (b) 
cle. 

If the total distributions payable with 
respect to any employe under a trust 
that in the year of distribution is ex- 
empt under section 165 (a) are paid to 
the distributee within one taxable year 
of the distributee on account of the em- 
Ploye’s separation from the service, the 
amount of such distribution to the ex- 
tent it exceeds the amount contributed 
by the employe, shall be considered a 
gain from the sale or exchange of a 
capital asset held for more than 6 
months. For example, if under a profit- 
sharing trust, the total distributions to 
which an employe is entitled are paid 
in a taxable year of the trust for which 
it is exempt to the employe in the year 
in which he retires or severs his connec- 
tion with his employer, or to his widow 
if he dies during the course of his em- 
ployment, the amount received by the 
employe or widow to the extent it ex- 
ceeds the employe’s contributions will 
be considered a gain from the sale or 
exchange of a capital asset held for 
more than 6 months, to be taken into 
account to the extent provided in sec- 
tion 117 (b). As to adjustments if the 
trust was not exempt for one or more 
taxable years prior to the year of dis- 
tribution, see the first paragraph of this 
section. 

* + * 

§ 19.165 (c)-1 Treatment of benefici- 
ary of a trust not exempt under section 
165 (a). Any contribution made by an 
employer on behalf of an employe to 
a trust during a taxable year of the 
employer which ends within or with a 
taxable year of the trust for which the 
trust is not exempt under section 165 
(a), shall be included in income of the 
employe for his taxable year during 
which the contribution is made if the 
employe’s beneficial interest in the con- 
tribution is nonforfeitable at the time 
the contribution is made. An employe's 
beneficial interest in the contribution 
is nonforfeitable within the meaning of 
sections 165 (c) and 23 (p) (1) (D) at 
the time the contribution is made if there 
is no contingency under the plan which 
may cause the employe to loose his 
rights in the contribution. For example, 
if under the terms of a pension plan, 
an employe upon termination of _ his 
services prior to the retirement date, 
whether voluntarily or involuntarily, is 
entitled to a deferred annuity contract 
to be purchased with the employer's 
contributions made on his behalf, or 
is entitled to annuity payments which 
the trustee is obligated to make under 
the terms of the trust instrument based 
on the contributions made by the em- 
ployer on his behalf, the employe’s bene- 
ficial interest in such contributions is 
nonforfeitable. On the other hand, if 
under the terms of a pension plan, an 
employe will lose the right to any an- 
nuity purchased from, or to be provided 
by, contributions made by the employer 
if his services should be terminated 
prior to retirement, his beneficial inter- 
est in such contributions is forfeitable. 
The mere fact that an employe may not 
live to the retirement date, or may live 
only a short period after the retirement 
date, and may not be able to enjoy the 
receipt of annuity or pension payments, 
does not make his beneficial interest in 
the contributions made by the employer 
on his behalf forfeitable. If the em- 
Ployer’s contributions have been irrevo- 
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~ 
applied to purchase an annuity 
for the employe, or if the trus- 
obligated to use the employe’s 


cably 
contract 


tee i } I 
ontributions to provide an annuity for 
contril C . 

the employe provided only that the 


employe is alive on the dates the an- 
payments are due, the employe’s 


uity j i 
n contributions 


rights in the 
are nonforfeitable. 
. 





employer's 


* 
Par. 5. There is inserted immediately 
19.22 (b) (2) (A)-4, as added by 


after j : : 
Treasury Decision 5194, the following: 
8 19.22 (b) (2) (B)-1 Employes’ an- 


nuitie If an employer for a taxable 
vear beginning after Dec. 31, 1941, pur- 
7 annuity contract on behalf 
ef an employe, including a retired or 
former employe, under a plan ; with 
respect to which his contribution is de- 
ductible under sec tion 23 (p) (1) (B) 
(see § 19.23 (p) (1) (B)-1), the employe 


chases an 


is not required to include such amount 
in his income in the taxable year during 
which such contribution is made, The 


amount received or made available to 
such employe under such annuity con- 
tract shall be included in gross income 
of the employe in the taxable year in 
which received or made available, ex- 
cept that if the employe contributed any 
of the consideration for the annuity, the 
annuity shall be included in his income 
as provided in § 19.22 (b) (2) (A)-2, 
the consideration for the annuity be- 
ing considered the amount contributed 
by the employe. If in a taxable year 
beginning after Dec. 31, 1941, an em- 
ployer purchases an annuity contract 
which is not under a plan with respect 
to which his contribution is deductible 
under section 23 (p) (1) (B), the amount 
of such contribution shall be included in 
the income of the employe in the tax- 
able year during which such contribu- 
tion is made, if the employe’s rights un- 
der the annuity contract are non-for- 
feitable, except for failure to pay future 
premiums, at the time the contribution 
is made. In such case, the total amount 
of such contributions required to be in- 
cluded in the income of the employe 
together with any amounts contributed 
by him will constitute the considera- 
tion paid for the annuity contract in de- 
termining the amount of the annuity 
required to be included in the income 
of the employe under section 22 (b) 
(2) (A). If the employe’s rights un- 
der the annuity contract in such a case 
were forfeitable at the time the em- 
ployer’s contribution was made for the 
annuity contract, even though they be- 
come nonforfeitable later, the amount 
of such contribution is not required to 
be included in the income of the em- 
ploye, but any amount received or made 
available to the employe under the an- 
nuity contract shall be includible in the 
gross income of the employe in the tax- 
able year in which received or made 
available, except that if the employe 
contributed any of the consideration for 
the annuity, the annuity shall be in- 
cluded in his income to the extent pro- 
vided in § 19.22 (b) (2) (A)-2. The fact 
that an employe may not live a suffi- 
cient length of time to enjoy any bene- 
fits under the annuity contract, or that 
no payments will be made under any 
circumstances to his estate or other 
beneficiary, will not make the annuity 
contract forfeitable. 
* ” * 

If upon the death of a retired em- 
ploye, the widow or other beneficiary of 
such retired employe is paid, in accord- 
ance with the terms of the annuity con- 
tract relating to the deceased employe, 
an annuity or other death benefit, the 
amounts received or made available to 
her shall be included in her income to 
the extent that they would have been 
included in the income of the deceased 
employe had he lived and received such 
payments. See also section 126 (a). As 
to taxation of life insurance benefits in 
connection with annuity contracts, see 
§ 19.165 (b)-1. 

If the employer is an organization 
which is exempt under section 101 (6), 
the employe is not required to include 
in his income the amount paid by the 
employer for an annuity contract, re- 
sardless of whether the annuity plan 
Satisfies the requirements of section 165 
(a), (3), (4), (5), and (6) and whether 
the employe’s rights are nonforfeitable. 

As to taxation of annuities purchased 
by a trustee under a pension or profit- 
Sharing trust, see §§ 19.165 (b)-1 and 
19.165 (c)-1, 

As to the effective date of the amend- 
ments made by section 162 (c) of the 
revenue act of 1942, relating to em- 
ployes’ annuities and the effect of such 
amendments on both old and new an- 
nuity plans, see section 162 (d) and 
§ 19.165 (a) (4)-2. 

- * * 
§ 19.23 (p) (1)—1 Contributions of an 
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trust or an- 
under a 


Sec- 


employer to an employes’ 
nuity plan and compensation 
deferred payment plan; in general. 
tion 23 (p), as amended, prescribed lim- 

deductions for amounts 


itations upon 

contributed by an employer under a pen- 
sion, annuity, stock bonus, or profit- 
sharing plan, or under any plan of 
deferred compensation. It is immate- 
rial whether the plan covers present 
employes only, or present and former 
employes, or only former employes. 


Section 23 (p) does not cover contribu- 

which give the 
employe present 
insurance protec- 


tions or compensation 
employe or former 
benefits such as life 
tion. The cost of such benefits is de- 
ductible to the extent allowable under 
section 23 (a). See § 19.165 (b)-1. Sec- 
tion 23 (p), however, is applicable to 
all contributions under a stock bonus, 
pension, profit-sharing, or annuity plan, 
whether or not the employe’s rights in 
such contributions are nonforfeitable. 
A contribution to be deductible under 
section 23 (p) must be an ordinary and 
necessary expense which would be de- 
ductible under section 23 (a) if it were 
not for the fact that the statute specifi- 
cally provides that it shall be deductible 
under section 23 (p). A contribution by 
a corporation under a plan which is 
created primarily for the purpose of 
benefiting shareholders of the company 
is not deductible. Such contribution 
may constitute a dividend within the 
meaning of section 115 (a). A contribu- 
tion under a plan that is set up for the 
exclusive benefit of employes as such, 
and thus represents an item of expense, 
is of the nature of compensation for per- 
sonal services rendered by the employes 
covered by the plan. The amount of 
contributions allowable as a deduction 
has an over-all limitation—the entire 
contributions for the taxable year when 
added to other compensation paid must 
represent reasonable compensation for 
services rendered by the employe bene- 
ficiaries. In the case of contributions 
for pensions for employes, any contribu- 
tions on behalf of an employe in excess 
of the amount necessary to provide a 
reasonable pension for the employe in 
view of his past and current services is 
not deductible. What constitutes a rea- 
sonable pension will depend upon the 
facts in the particular case. Compensa- 
tion otherwise paid the employe, length 
of service, and retirement age are among 
the elements to be considered in deter- 
mining what is a reasonable pension. In 
the case of a stock bonus or profit-shar- 
ing plan which provides for additional 
compensation for employes not paid as 
a pension, a contribution will not be 
fully deductible unless it can be justified 


as a reasonable addition to the com- 
pensation otherwise paid to employes, 


who are beneficiaries under the plan. In 
addition to the over-all limitation re- 
ferred to above, section 23 (p) sets forth 
further limitations as to the amounts 
that may be deductible for the taxable 
year. 
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Section 23 (p) is not confined to for- 
mal stock bonus, pension, profit-sharing 
and annuity plans, or deferred compen- 
sation plans, but it includes any method 
of contributions or compensation having 
the effect of a stock bonus, pension, 
profit-sharing or annuity plan, or simi- 
lar plan deferring the receipt of com- 
pensation. Thus, a corporation paying 
pensions to such of its retired employes 
and in such amounts as may be deter- 
mined from time to time by the board 
of directors or responsible officers of the 
company has a plan in effect that is 
governed by section 23 (p). If an em- 
ployer on the accrual basis defers pay- 
ing any compensation to an employe un- 
til a later year or years under an ar- 
rangement having the effect of a stock 
bonus, pension, profit-sharing or annuity 
plan, or similar plan deferring the re- 
ceipt of compensation, he shall not be 
allowed a deduction until the year in 
which the compensation is paid. This 
provision is not intended to cover the 
case where an employer on the accrual 
basis defers payment of compensation 
after the year of accrual merely because 
of inability to pay such compensation in 
the year of accrual, as, for example, 
where the funds of the company are not 
sufficient to enable payment of the com- 
pensation without jeopardizing the solv- 
ency of the company, or where the lia- 
bility accrues in the earlier year, but 
the amount payable cannot be exactly 
determined until the later year. 

Deductions under section 23 (p) are 
generally allowable only for the year 
for which the contribution or compensa- 
tion is paid, regardless of the fact that 


the taxpayer may make his return on 
the accrual basis. Exceptions are made 
in the case of overpayments as provided 
in subparagraphs (A), (C), and (F) of 
section 22 (p) (1), and, as provided by 
section 23 (p) (1) (E), in the case of 
payments made by a taxpayer on the 
accrual basis within 60 days after the 
close of the taxable year of accrual. 
This latter provision intended to per- 
mit a taxpayer on basis 
to deduct such accrued contribution or 
compensation, provided payment is ac- 
tually made within 60 days after the 
close of the year of accrual. 

Any payments shall be disal 
a deduction under section 23 (p), if de- 
termined by the National War Labor 
Board, the Secretary of Agriculture, or 
the commissioner to have been made in 
contravention of the act of Oct. 2, 1942, 
entitled “An Act to amend the Emer- 
gency Price Control Act of 1942, to aid 
in preventing inflation, and for 
purposes”, as amended (Public Law 729, 
77th Congress; Public Law 34, 78th Con- 
gress), or of the regulations, orders, or 
rulings promulgated thereunder. 

§ 19.22 (p) (1)-2 Information to be 
furnished by employer claiming deduc- 
tions. If a deduction from gross income 
is claimed under section 23 (p) (1) (A), 
(B), (C), or (F) the employer must file 
the following information to establish 
that the plan or plans meet the require- 
ments of sections 165 (a) or 23 (p) (1) 
(B), and that the deductions claimed do 
not exceed the amount allowable under 
subparagraphs (A), (B), (C) or (F) of 
section 23 (p) (1), as the case may be: 

(a) Verified copies of all the instru- 
ments constituting the plan or plans 
intended to qualify under section 165 
(a), including trust indentures, group 
annuity contracts, and specimen copy of 
each type of individual contract, with all 
amendments to any such instruments. 

(b) A statement describing the plan 
or plans which indicates the name or 
names of the employers, date of incep- 
tion of each plan, type of administra- 
tion (whether a trust or insured plan), 
and a summary of the provisions relat- 
ing to 

(1) Employe eligibility requirements 
for participation of the plan, 

(2) Employe contributions, if any, 

(3) Employer contributions, 

(4) The basis or formula for deter- 
mining the amount of each type of bene- 
fit and the requirements for obtaining 
such benefits, 

(5) The vesting requirements, 

(6) The method of funding, and 

(7) The basis of distribution upon 
liquidation. 

(c) A tabulation in columnar form 
showing the information specified below 
with respect to each of the 25 highest 
paid employes, listed in the order of 
their compensation, covered by the plan: 

(1) Name. 

(2) Whether an officer. 

(3) Percentage of each class of stock 
owned directly or indirectly by the em- 
ploye or members of his family. 

(4) Whether the principal duties con- 
sist in supervising the work of other 
employes. 

(5) Year of birth. 

(6) Length of service for employer on 
date of statement. 

(7) Total compensation paid or ac- 
crued during the taxable year showing 








accrual 


lowed as 


other 


separately (i) basic salary, (ii) other 
direct payments, such as bonuses and 
commissions, (iii) compensation paid 


other than in cash, such as goods, serv- 
ices, insurance protection, etc. 

(8) Amounts contributed during the 
taxable year with respect to the employe 
by the employer under each other plan 
of deferred compensation. 

(9) Amounts paid under the plan dur- 
ing the taxable year by the employer 
for the benefit of the employe for (i) 
retirement annuity or other deferred 
benefits, showing amounts paid for (a) 


past service and (b) current service, 
(ii) life insurance protection, if any, 
(iii) percentage which each such con- 


tribution bears to total of such con- 
tributions made for all employes under 
the plan. 


(10) Based on sethe 
and assumptions used in determining 
the total employer contributions, the 
amount of employer liability under the 
plan (i) with respect to service rendered 
by the employe prior to the taxable 
year and (ii) with respect to current 
service of the employe for the taxable 
year. 

(11) If a pension plan, the amount of 
benefit to be normally payable annually 
to each such employe. 

(d) The total for items (7) and (8) 
set forth in (c) above with respect to 
all of the employes included under the 
plan and also with respect to all of the 


actuarial method 





employes; also the total for item (9) 
with respect to all of the employes in- 
cluded under the plan. 

(e) A schedule showing the total num- 
ber of employes as of the close of the 
! yr each of the following 








taxable year 
groups: 

(1) All seasonal and part-tin 
ployes excluded under the percentage 
165 (a) (3) (CA) 
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(reasonably 


because 


(reason- 
ause of 
ments. 
‘-luded solely be- 


salary requirement 
ll employes 
nimu sal- 


reason or 





‘luded both because of 
ary requirement and 
reasons. 

(7) All employes excluded for reasons 
other than those listed above, specifying 
reasons, 

(8) All employes covered by the plan. 

(9) All employes of the employer. 

(f) A detailed balance sheet together 
with or including actuarially determined 
assets and liabilities, showing equities 
under insurance or annuity contract, if 
any; and a statement of receipts and 
disbursements during the year. 

(g) A statement or schedule showing 
the valuation assumption with respect 
to interest, mortality, turnover, rate of 
salary increase, etc., used in determining 
the costs under the plan. In addition, a 
statement showing the method of appli- 
cation of such factors to the data, in 
sufficient detail to permit actuarial an- 
alysis as to adequacy thereof and a 
summary of the total costs claimed by 
risk or other pertinent groups, showing 
the basis for determining the amount of 
deduction claimed. 

If a deductien is claimed under sec- 
tion 23 (p) (1) (D) for the taxable year, 
the taxpayer shall furnish such infor- 
mation as is necessary to show that the 
deduction is not allowable under the 
other subparagraphs of section 23 (p) 
(1), that the amount paid is an ordinary 
and necessary expense and that the em- 
ployes’ rights to or derived from such 
employer’s contribution or such compen- 
sation were nonforfeitable at the time 
the contribution or compensation was 
paid 








The commissioner may, in addition, 
require any further information that he 
considers necessary to establish deduc- 
tions under section 23 (p), and may 
waive the filing of such information re- 
quired herein which he considers un- 
necessary in the particular case. If the 
data and information required to be filed 
under paragraphs (a), (b), and (g) of 
this section are filed for the first taxa- 
ble year for which deductions are 
claimed under section 23 (p), as amended 
by the revenue act of 1942, such data 
and information need not be filed for 
subsequent years unless a change is 
made in the plan, instruments, or valua- 
tion assumptions described in paragraph 
(zg), in which case shall be 
filed at the close 









the taxable year 
showing what changes ha been made 
and the effect thereof. The information 
required under the other paragraphs of 
this section shall be filed annually, un- 
less the commissioner waives the filing 
of any portion thereof in any particular 
case. 

Records substantiating all data and 
information specified in this section 
must be Kept at all times available for 
inspection by internal revenue officers 
at the main office or place of business 
of the employer. 

§ 19.23 (p) (1)-3 Amounts deductible 
under a plan in effect on or before Sept. 
1, 1942, for a taxable year beginning in 
1942. Section 162 (d) of the revenue 
act of 1942 allows additional deductions 
for a taxable year of an employer be- 
ginning in 1942 if the deductions are 
taken under a plan in effect on or be- 
fore Sept. 1, 1942. For the taxable year 
mentioned such plan need not meet the 
requirements of section 165 (a) (3), (4), 
(5), and (6). See § 19.165 (a) (4)-2. If 
the plan meets the other requirements 
of section 165 (a) at all times during the 
taxable year, the employer will be en- 
titled to the amount deductible under 
section 23 (p), as amended, for such 
taxable year, or for the amount deter- 
mined under the following computa- 
tion, whichever is the greater: The 
amount paid in such taxable year prior 
to Sept. 1, 1942, to the extent that 
such amount is deductible under sec- 
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tions 23 (a) and 23 (p), prior to amend- 
ment by the revenue act of 1942, plus 
such portion of the amount paid on or 
after Sept. 1, 1942, and deductible un- 
der section 23 (p) (1), as amended by 


the revenue act of 1942, which the num- 
ber of months after Aug. 31, 1942, in the 
taxable year bears to 12. For example, 
an employer making a return on the 
calendar year basis paid into a pension 
trust on March 1, 1942, the sum of $200,- 
000, and on Oct. 1, 1942, he made a fur- 
ther contribution of $100,000. Assume 
that the total contributions of $300,000 
would have been deductible under sec- 
tion 23 (a) and section 23 (p) prior to 
amendment by the revenue act of 1942, 
but that only $240,000 thereof is deducti- 
ble under section 23 (p), as amended by 
the revenue act of 1942, without giving 
effect to section 162 (da) (1) (C). A 
deduction of $280,000 will be allowable 
for 1942, determined as follows: 

Amount contributed prior to Sept. 1, 
1942, and deductible under section 23 (a) 
and section 23 (p) prior to its amend- 
ment, $200,000. 

Pro-rata portion of total 1942 con- 
tributions allowed under section 23 (p) 
4/12 of $240,000, 


after its amendment 
$80,000. 
Total, $280,000. 
* a * 


§ 19.23 (p) (1) (A)—1 Contributions 
of an employer to an employes’ pension 
trust; in general. A contribution of an 
employer to a pension trust to be deduct- 
ible under section 23 (p) (1) (A) must 
be paid within the taxable year of the 
employer which ends within or with a 
taxable year of the trust for which the 
trust is exempt under section 165 (a). 
The term “pension trust” as used in sec- 


tion 23 (p) (1) (A) means a trust cre- 
ated or availed of by an employer to 
provide definite actuarially determina- 


ble benefits for his employes which may 
include former employes, or their bene- 
ficiaries, to be paid over a period of 
years, generally for life, after the re- 
tirement of employes, based on service 
prior to retirement. The’ retirement 
benefits may be forfeitable or nonfor- 
feitable. Retirement benefits are basi- 
eally only life annuities payable after 
retirement. However, for purposes of 
this section a retirement benefit may 
include the following additional benefits: 
(a) a death benefit, as provided in the 
plan but not to exceed the excess of 
the reserve at retirement over the an- 
nuity payment received prior to the 
death of the retired employe (payable 
either in cash or over a period of years), 
(b) a benefit upon death or separation 
from service or upon termination of par- 
ticipation in the plan of an amount as 
provided in the plan but not to exceed 
the reserve accumulated for the retire- 
ment annuity at the time. Any addi- 
tional benefits, such as life insurance 
payments exempt under section 22 (b) 
(1), will not be considered as part of 
the retirement annuity for purposes of 
this section. The cost of such life in- 
surance benefits as distinguished from 
the cost of an annuity is deductible un- 
der section 23 (a) to the extent it is an 
ordinary and necessary expense, and is 
includible in the income of the employe 
as additional compensation in the year 
or years payments for such life insur- 
ance are made. See § 19.165 (a) (1)-1. 
An amount to be deductible under sec- 
tion 23 (p) (1) (A) must also meet the 
requirements of section 23 (a). It must 
be an ordinary and necessary expense. 
(See § 19.23 (p) (1)-1.) In addition to 
the requirement that a contribution to 
be deductible must be an ordinary and 
necessary expense, the amount of con- 
tributions to a pension trust deductible 
for any taxable year is subject to the 
further limitations set out in section 
23 (p) (1) (A). 

In determining allowable deductions 
all calculations must consider discount 
for expected mortality and anticipated 
interest and may consider expected 
turnover, anticipated salary increases, 
variable retirement ages, variations in 
mortality for different classes of risks, 
other pertinent factors of an actuarial 
nature, and expenses of operation. In 
any case, the amount of deduction other- 
wise allowable for the taxable year shall 
be reduced by any decrease in liability 
which may arise from an experience 
during the next preceding taxable year 
more favorable than the assumed ex- 
perience on which the cost calculations 
were based for each year. In no event 
shall an interest rate be less than, nor 
shall any mortality table require pre- 
miums greater than, reasonable amounts 
warranted under the circumstances. In 
the case of contributions made to a 
trust where the employer incurs ex- 
penses, not payable out of such contri- 
butions, such as trustee’s fees, actuary’s 
fees, and other expenses, the employer 
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shall be allowed deductions for such ex- 
penses under section 23 (a) to the ex- 
tent they are ordinary and necessary. A 
properly weighted retirement age deter- 
mined from reasonable analyses of the 
experience of the employes included in 
the plan may be used as the normal re- 
tirement age. Different basic assump- 
tions or premium rates may be used for 
different classes of risks or different 
groups where such differences are justi- 
fied by conditions or required by con- 
tract, so long as the results of the appli- 
eation thereof are reasonable and do not 
cause any discrimination. 

* * * 

§ 19.23 (p) (1) (A)-2 Contributions 
of an employer to an employes’ pension 
trust; amounts deductible under clause 
(i). If the amount of contributions for 
the first taxable year that section 28 (p) 
(1) (A) is applicable does not exceed 
5% of the compensation otherwise paid 
or accrued during the taxable year to 
all the employes covered by the trust, 
it will not be necessary for the taxpayer 
for such taxable year to submit actuarial 
data to show that such amount is rea- 
sonably necessary to provide the remain- 
ing unfunded cost of past and current 
service credits to all employes under the 
plan. The term “compensation other- 
wise paid or accrued” means all of the 
compensation paid or accrued except 
that for which a deduction is allowable 
under a plan that qualifies under section 
165 (a), including a plan that qualifies 
under section 23 (p) (1) (B). However, 
the commissioner will make periodical 
examinations from time to time, at not 
less than five-year intervals, and will 
reduce the amount allowable as a de- 
duction below the 5% figure for the 
years following the taxable year with 
respect to which the examination is 
made, if he finds that such percentage is 
producing contributions in excess of the 
amount reasonably necessary to provide 
the remaining unfunded cost of past 
and current service credits of all em- 
ployes under the plan. 

For the second year and each fifth 
year thereafter the taxpayer shall sub- 
mit with his return a certification by a 
qualified actuary or the company under- 
writing the pension of the amount deter- 
mined to be necessary to provide the 
remaining unfunded cost of past and 
current service credits. Such certificate 
shall be accompanied by appropriate sup- 
porting data. If the commissioner de- 
termines that the deduction claimed for 
the taxable year is excessive, the per- 
centage limitation for future years shal\ 
be reduced to such amount as may be 
determined by the commissioner. Dur- 
ing each future year the amount de- 
ductible shall be limited to such lower 
percentage as has been approved by the 


commissioner, and no change will be 
permitted in such percentage until a 
subsequent actuarial valuation shows 


such change to be necessary. Such sub- 
sequent valuation may be made at any 
time by the taxpayer and submitted to 
the commissioner. 

§ 19.23 (p) (1) (A)-3 Contributions 
of an employer to an employes’ pension 
trust; amounts deductible under clause 
(ii). The level amount or level percent- 
age of compensation under clause (ii) 
of section 23 (p) (1) (A) may be deter- 
mined by any reasonable and generally 
accepted actuarial method selected by 
the employer. While the need for ac- 
tuarial calculations is implicit in clause 
(ii), the statute leaves the determina- 
tion of specific methods to regulations 
to be prescribed by the commissioner 


with the approval of the. secretary. 
Clause (ii) must be construed in the 
light of its obvious relationship to 


clauses (i) and (iii) and the interplay 
of clauses (i), (ii) and (iii). Each em- 
ployer desiring to fund under clause (ii) 
shall submit the proposed method to the 
commissioner and receive approval of 
such method before the results will be 
acceptable. Any method which does not 
fund cost of past service credits more 
rapidly than that permitted under clause 
(iii) will be acceptable, and the ap- 
proval of the commissioner will not be 
necessary in such a case. 
bd * * 

If the total costs computed under 
clause (ii) exceed the amount allowable 
under clause (i), the amount allowable 
under clause (ii) will be the excess of 
such total cost over the amount allow- 
able in clause (i). In other words, if a 
deduction is claimed under clause (ii), 
the total amount allowable under both 
clause (i) and (ii) will be the total cost 
for the year with respect to either the 
“level amount” basis or the “level per- 
centage” of payroll basis. 

§ 19.23 (p) (1) (A)-4 Contributions 
of an employer to an employes’ pension 
trust; amounts deductible under clause 
(iii). The basic limitation on deductions 


for any year under clause (iii) is the 
sum of the “normal” cost, plus an 
amount equal to one-tenth of the cost 


of “past service or other supplementary 
pension or annuity credits’ not provided 
by such “normal” cost. 

“Normal cost” for any taxable year 
is the cost actuarially determined which 
would be required during such year to 
maintain the plan assuming that the 
plan had been in effect from the begin- 
ning of the service of each then included 
employe and that such costs for prior 
years had been paid and all assump- 
tions as to interest, mortality, time of 


payment, ete., had been fulfilled. Such 
normal cost may be determined under 
any reasonable and generally accepted 


actuarial method and may be expressed 
either as (a) a level amount or a level 
percentage of payroll or (b) the total 
for all of the employes of the single 
premiums for the unit benefits of each 
accruing during the year. The method 
of funding used for determining normal 
costs must be reasonable and consistent 
with the provisions of the plan. No 
method of determining normal cost will 
be permitted which results in discrim- 
ination or manipulation. 

Past service or supplementary cost at 
any time is the amount which would be 
required at such time to meet all the 
future retirement annuity benefits pro- 
vided by the plan which will not be met 
by the expected payments of normal 
costs and expected future contributions 
of employes. 

- * LJ 


§ 19.23 (p) (1) (A)-5 Contributions of 


an employer to an employe’s pension 
trust; deduction of excessive amounts 
paid in a taxable year. Any amount 


paid in a taxable year in excess of the 
amount deductible in such year under 
clause (ii) or (iii) shall be deductible 
under the provisions of clause (iv) in 
the succeeding taxable years in order 
of time to the extent of the difference 
between the amounts paid and deducti- 
ble in each such succeeding taxable 
year and the maximum amounts de- 
ductible for such year in accordance 
with the limitations under clause (ii) or 
(iii), whichever is applicable. Thus, if 
the normal cost of the plan required 
the taxpayer to pay under the plan 
$100,000 for the taxable year 1942, and 
he paid $150,000, he would be allowed a 
deduction of $100,000 for 1942, but if the 
normal cost continued to be $100,000 for 
1943, and he paid in $75,000 that year, 
he would be allowed a deduction of 
$100,000 for 1943, and he would be al- 
lowed to take the remaining $25,000 in 
1944, or for the first succeeding year or 


years, in which he pays in less than 
the normal cost for that year. 
§ 19.23 (p) (1) (B)—1 Contributions 


of an employer toward the purchase of 
retirement annuities. Section 23 (p) (1) 
(B) relates to the deduction of amounts 
paid by an employer for retirement an- 
nuities for his employes. If amounts are 
contributed by an employer to a pension 
trust and the trust purchases such an- 
nuities, the amounts so contributed are 
deductible under section 23 (p) (1) (A). 
In order that an employer’s payments 
for retirement annuities may be de- 
ductible under section 23 (p) (1) (B), 
the annuity contracts must be purchased 
under a plan that meets the require- 
ments with respect to coverage and dis- 
crimination in contributions and benefits 
set out in section 165 (a) (3), (4), (5), 
and (6). See §8§ 19.165 (a) (3)—1 to 
19.165 (a) (4)—2. In the case of an an- 
nuity plan in effect on or before Sept. 1, 
1942, the annuity plan need not meet the 
requirements of section 165 (a) (3), (4), 
(5), and (6) except for taxable years be- 
ginning after Dec. 31, 1942. (See section 
162 (d) of the revenue act of 1942.) In 
addition, no deduction will be allowable 
for any taxable year under section 23 
(p) (1) (B) if any refund of premiums 
which may be made under the annuity 
contracts is not applied within the tax- 
able year in which received, or within 
the next succeeding taxable’ year, 
toward the purchase of such retirement 
annuities for the employe covered un- 
der the annuity plan. This provision ap- 
plies whether the refund is made upon 
the termination of any annuity contract 
or prior thereto. If the annuity plan is 
discontinued, any amount refunded shall 
be applied during the taxable year of 
the employer in which the refund is 
made or during his next succeeding tax- 
able year toward the purchase of an- 
nuity contracts for all employes cov- 
ered by the plan, whether or not the 
rights of such employes are nonforfeit- 
able.- Such refund shall be applied 
equitably, and so far as the amount of 
refund will permit, to the liability un- 
der the plan, including contingent liabil- 
ity, with respect to each included em- 
ploye. See § 19.165 (a) (2)—1 for similar 


requirements upon termination of a pen- 
sion trust. All amounts refunded under 
an annuity contract shall be considered 
a return of premiums to the extent that 
the amounts recovered do not exceed the 


total premiums paid. Any amounts 
credited to an employer under an an- 
nuity contract toward the payment of 


premiums then or thereafter due and 
which are not refunded, are not required 
to be credited against the premiums due 
for the current taxable year or the next 
succeeding taxable year, but may be 
credited against premiums due for any 
taxable year. If under the terms of any 
annuity contract it is possible for re- 
funds of premiums to be made and not 
applied within the taxable year in which 
the refund is received or the next suc- 
ceeding taxable year toward the pur- 
chase of such retirement annuities, no 
deduction will be allowable under sec- 
tion 23 (p) (1) (B). However, section 
23 (p) (1) (B) shall be applicable if 
under the terms of the annuity contract 
any refunds are required to be made to 
a trustee, other than the employer, un- 
der an irrevocable trust indenture which 
provides that such refunds shall be used 
solely for the payment of premiums for 
the current year or subsequent years, 
under the annuity contract. 
” * ce 


§ 19.23 (p) (1) (C)—1 Contributions of 
an employer to a stock bonus or profit- 
sharing trust. Section 23 (p) (1) (C) 
is applicable to contributions of an em- 
ployer to a stock bonus or profit-sharing 
trust that meets the requirements of 
section 165 (a). The contributions to be 
deductible under this section must be 
paid in a taxable year of the employer 
which ends within or with a _ taxable 
year of the trust with respect to which 
the trust is exempt under section 165 
(a). Any amount deductible under any 
of the subdivisions of subparagraph (A) 
of section 23 (p) (1) is not deductible 
under subparagraph (C), since’ such 
amounts represent contributions to a 
pension trust and not to a stock bonus 
or profit-sharing trust. As to the types 
of contributions deductible under sub- 
paragraph (A), see § § 19.23 (p) (1) (A) 
—1 to 19.23 (p) (1) (A)—4. 

The amount of contributions deduct- 
ible under section 23 (p) (1) (C) in any 
taxable year is limited to 15% of the 
compensation otherwise paid or accrued 
during the taxable year to all of the em- 
ployes covered by the stock bonus or 
profit-sharing plan. The term “compen- 
sation otherwise paid or accrued” means 
all of the compensation paid or accrued 
except that for which a deduction is al- 
lowable under a plan that qualifies un- 
der section 165 (a). If contributions are 
made by an employer during a taxable 
year to two or more stock bonus or 
profit-sharing trusts, he is limited in his 
deduction to 15% of the compensation 
otherwise paid or accrued during the 
taxable year to all of the employes cov- 
ered by such trusts. If an employer con- 
tributes in any taxable year beginning 
after Dec. 31, 1941, an amount in excess 
of the maximum amount for which he 
is allowed a deduction under section 23 
(p) (1) (C), such excess shall be de- 
ductible in the succeeding taxable years 
in order of time, but the total amount 
deductible in any one taxable year shall 
not exceed 15% of the compensation 
otherwise paid or accrued during such 
succeeding taxable year to the employes 
covered by the plan in such year. For 
example, if an employer pays into a 
profit-sharing trust during 1943 $100,000, 
and he is limited to a deduction of $60,- 
000 for such year under the 15% limita- 
tion provision, and he pays in $79,000 in 
1944, although entitled to a deduction of 
$100,000 for 1944, if he had paid in that 
amount, nevertheless he will be allowed 
a deduction of $100,000 for 1944. The 
remaining $10,000 of the 1943 overpay- 
ment not deductible for 1943 or 1944 
shall be allowable as a deduction in any 
succeeding year or years in order of 
time to the extent that he has not made 
a contribution of the maximum allow- 
able for such succeeding year or years. 

* * * 


If such contributions are made in any 
taxable year beginning after Dee. 31, 
1941, and such contributions are less 
than the maximum amount that would 
have been deductible for such year if 
contributed, the excess of such maxi- 
mum amount over the amount actually 
contributed, or if no amount was con- 
tributed, then such maximum amount 
shall be carried forward and be deduct- 
ible for the succeeding taxable years, in 
order to time, but the amount so carried 
forward shall not be deductible for any 
taxable year in an amount in excess of 
15% of the compensation otherwise paid 
or accrued during such taxable year to 
the employes covered by the plan. For 
example, an employer paid into an ex- 


(CONTINUED ON PAGE 24) 
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Hummel Has Housewarming 

Lloyd W. Hummel, recently named 

manager of the Central Agency of 

California-Western States Life in Los 


Peeler Is Wash. 
Congress Head 


Alfred W. Peeler, State of Washing- 
ton manager of Royal Arcanum, was 
elected president of the Washington 
Fraternal Congress at the annual meet- 
ing held in Seattle. He succeeds Mrs. 
Violet Lundstedt, Neighbors of Wood- 
craft. Other new officers include: 

Past president, Mrs. Violet Lund- 
stedt; first vice-president, Mrs. Daisy B. 
Nash, state manager Royal Neighbors; 
second vice-president, Robert Goldberg, 
state commander of Maccabees; secre- 
tary, C. D. Robinson, fraternal supervi- 
sor insurance department; treasurer, 
Mrs. Kathryn Bowen, state field direc- 
tor Woman’s Benefit; delegate to Na- 


tional Fraternal Congress convention, 
Mrs. Lundstedt; alternate, C. M. Ryan, 
A. O. U. W. of Washington. 


A resolution was adopted condemning 
all propaganda “disseminated for the 
purpose of fomenting hatred against any 
group of American citizens on account 
of race, class or creed,” this being espe- 
cially directed against alien sources in 
this country and abroad, and another 
urging complete cooperation in the war 
bond sales campaign, Red Cross and 
U. S. O. work. Another resolution sup- 
ported the so-called “world” calendar 
and authorized memorializing Congress 
and the President to this end. 


Officers Report on Year 


President Lundstedt and Secretary 
Robinson reported. Harvey S. Hud- 
son, supreme trustee of Maccabees; F. 
C. O'Donnell, president Oregon State 
Fraternal Congress; Mrs. Lois A. Geiser, 
national second vice-president Degree 
of Honor; Maurice Hudson, vice-presi- 
dent, and George H. Weber, secretary- 
treasurer Oregon Congress, and Dr, L 
G. Beck, director Woodmen of the 
World, Denver, addressed the afternoon 
session, 

At the banquet, Mrs. Kathryn Bowen, 
member supreme conference — board 
Woman's Benefit and state field direc- 
tor for Washington, was toastmistress. 
The evening session was held in the 
A. O. U. W. of Washington auditorum. 
J. F. Fogarty, grand master workman of 
that society and president State Con- 
gresses Section National Fraternal Con- 
gress, addressed the evening session on 
“Subordinate Lodges.” He said the 
people are returning in their thoughts 
and activities in large measure to the 
lodge room, which built the fraternal 
system, and societies must provide for 
a program and encouragement that will 
make lodges active, successful and in- 
teresting, keep them fraternal and pro- 
vide entertainment that will be attrac- 
tive to the people. Mr. Fogarty was 
the founder of the Washington Con- 
gress. 

Commissioner Sullivan of Washing- 
ton at the close of his talk introduced 
former Commissioner C, C. Neslen of 
Utah, now a lieutenant-colonel and 
chaplain. He gave an inspiring address 
stressing that this is and must remain 
a Christian nation. 

There were colorful exhibition drills 
»y Neighbors of Woodcraft and Wom- 
an’s Benefit. 

Past President T. J. Ivers, Catholic 
Order of Foresters, installed the new 
officers. 

The memorial service was composed 
and conducted by Mrs. Kathryn Bowen. 

President N. J. Williams of the Na- 
tional Fraternal Congress sent a letter 
of greetings which was read. 


Lutheran Brotherhood Is 
Issuing 25th Year Form 


A “silver anniversary” retirement at 
age 65 contract has been announced by 
Lutheran Brotherhood, available from 
July 15 to Dec. 31. A rider is attached 
to the retirement at age 65 certificate, 


which is issued in the amount of 
$1,607, this amount selected because it 
is the amount required to pay the in- 
sured $1,000 immediately and $25 a 
month for exactly 25 months. The set- 
tlement to the insured at age 65 will 
pay $1,000 in one lump sum in cash and 
$25 per month for 25 months. 

To the beneficiary will go $1,000 in 
a lump sum at insured’s death and the 
balance at $25 per month for not less 
than 25 months, depending on age of 
insured and the length of time policy 
has been in force. At age 30, if death 
occurs the 30th policy year, monthly 
benefits will continue 50 months. 


Is Participating Contract 

Additional indemnity is issued in the 
same amount as the master contract— 
$1,607, and is payable in cash unless 
otherwise requested. Dividends will be 


paid in the same proportion on this pol- - 


icy as for retirement age 65. The same 

is true of reserves and other values. 
The policy is sold in units of one or 

more policies (limit four units). 
Illustrative premium rates are: 


Ann. Ann. Ann. 

Age Prem. Age Prem. Prem. 
6 $28.60 25 $43.69 43 87.57 
7 28.80 2 45.03 44 92.21 
8 29.15 27 46.44 45 97.30 
9 29.63 28 47.94 46 102.69 
10 30.20 29 49.51 47 108.87 
11 30.82 30 51.20 48 115.75 
12 31.47 31 2.98 49 123.43 
13 32.17 32 54.88 90 =132.05 
14 32.88 33 56.92 51 141.77 
15 33.65 34 59.07 52 152.89 
16 34.44 35 61.39 53 165.67 
17 35.26 36 63.85 54 180.56 
18 36.14 37 66.51 55 198.16 
19 37.04 38 69.37 56 219.31 
20 38.02 39 72.44 57 245.29 
21 39.08 40 75.79 58 278.11 
22 40.11 41 79.37 59 321.13 
23 41.24 42 sip 60 380.23 
24 42.44 - aed 3 ier 


Policyholder Sue Sues W. O. W. 
on Radio Station Lease 


LINCOLN, NEB.—Dr. H. H. John- 
son, Lincoln, suing on behalf of other 
policyholders of Woodmen of the World 
Life, has appealed to the supreme court 
from approval by a district court in 
Douglas county of a lease of Radio Sta- 
tion WOW, which the organization 
has operated for years. Johnson claims 
profits range between $210,000 and 
$300,000 a year, and that to lease it for 
15 years for $97,000 a year for the first 
three years and $68,000 for the next 12 
is to deprive policyholders of moneys 
to which they are entitled, and that the 
terms are inadequate. 


Defer Four Conventions 


Four fraternal societies have post- 
poned their conventions because of war 
transportation difficulties. These in- 
clude: Ancient Order of United Work- 
men of North Dakota, quadrennial meet- 
ing to have been held early in June, 
deferred for a year and may be post- 
poned again in 1944; Grand Orange 
Lodge of British America, Toronto, 
which was to have met at Montreal in 
June; Hungarian Reformed Federation, 
Washington, to have met in June at 
Ligonier, Pa., deferred for duration; 
Daughters of Norway, Minneapolis, 
biennial convention to have been held 
in June. 


Kingdom Named Secretary 


H. R. Kingdom of Salt Lake City, 
who for 23 years has been actively asso- 
ciated with Woodmen of the World, 
Denver, and for six years has been a di- 
rector, has been appointed secretary. He 
fills the vacancy caused by the death of 
Secretary A. H. Laub. He and his family 
have moved to Denver. Mr. Kingdom 
since 1919 has conducted the Kingdom 
Mortuary. 


The quadrennial convention of _ the 
National Fraternal Society of the Deaf 
was held for three days this week in 
Chicago. 





Caminetti Loses Appeal 
in One Chapter 9 Case 


LOS ANGELES—The court of ap- 
peals has sustained for the most part 
the decision of Superior Judge Palmer 
against Commissioner Caminetti in the 
Imperial Mutual Life case, but reversed 
Judge Palmer’s ruling assessing dam- 
ages against the state in favor of Im- 
perial Mutual. Justice Doran in a dis- 
senting opinion held the commissioner 
should have been upheld in all his ac- 
tions. 

Judge Palmer held Imperial Mutual 
was solvent, that the grounds on which 
the commissioner seized it were insuffi- 
cient, that the commissioner should re- 
turn the business of the company to its 
former private control and should issue 
it a license. 

Judge Caminetti has given notice he 
will apply for a rehearing before the 
appellate court and if denied will ap- 
peal to the supreme court. This is the 
only one of the Chapter 9 companies 
seized by Commissioner Caminetti, in 
which his action was not upheld by all 
the courts. 


Start Revision of Wash. 
Firemen’s Pension System 


SEATTLE—A legislative interim com- 
mittee of nine has started work in an ef- 
fort to solve the financial problems of the 
Washington firemen’s pension system 
and prepare a report for the 1945 legis- 
lature. Fred C. Becker, Seattle manager 
of Great-West Life and 1940 Republi- 
can nominee for insurance commissioner, 
is a member of the committee. 

At present the pension system is 
financed by 45% of all fire insurance 
premium taxes collected by the state, 
plus a special levy by cities of not more 
than 1 mill, and contributions by fire- 
men. Complications in the fund’s finan- 
cial position have been caused by neces- 
sary expansion of fire department 
personnel, so that the local tax levy has 
been inadequate. The interim committee 
will attempt to work out a long range, 
sound financial program. 

Responding to a request from the 
committee, the attorney-general’s office 
has held that amendments to the pres- 
ent pension law could be made specific- 
ally retroactive and it would be consti- 
tutional to increase, decrease or even 
revoke pensions now paid. The opinion 
said the general rule is that pensions of 
public employes are gratuitous in nature 
and that the pensioner has no vested 
interest in the fund, It held, however, 
that a pensioner does have a vested right 
where any particular payment has al- 
ready become due. 


Question on Liability Under 
Seattle Occupational Tax 


SEATTLE—Agents, brokers and 
general agents in Seattle still lack def- 
inite rulings under which they can com- 
pute their tax liability under the new 
occupational tax law. It is assumed that 
the basis will be the same under the 
state occupational tax law, although no 
interpretation has been made on this 
point. They pay state tax on gross com- 
mission income (less return commis- 
sions). 

In the meantime, they must apply for 
license and pay the $1 fee. First return 
under the new law, which became effec- 
tive July 1, must be made on or before 
Sept. 15 and bi-monthly thereafter. 

One of the most important points to 
be cleared up, which particularly con- 
cerns Seattle general agents, deals with 
segregating commission income on city 
and out of city business. No interpreta- 
tion has been made as to whether the 
segregation will be permitted. Most gen- 
eral agents are assuming that they are 
liable only for Seattle commissions and 
they plan to estimate this tax liability, 
rather than go to the heavy expense of 
attempting to compute it exactly. 





Angeles, held open house at his new 
offices. Miss Sophia Bliven, manager 
of the woman’s division shared honors 
with Mr. Hummel. 

President O. J. Lacy, Vice-president 
Ray Cox and Mrs. Stella Gibbs, super- 
intendent of the woman’s department, 
attended the housewarming. 


Seek Part-Timers for Canneries 


Malcolm L. Williams, San Francisco 
manager of Mutual Benefit Life, heads 
a movement to assist in recruiting part- 
time workers from insurance offices in 
San Francisco to relieve the critical la- 


bor shortage which threatens the food 
pack required of San Francisco Bay 


area canneries. 


New Service Men’s Publication 

The “Equiowa—Armed Service Edi- 
tion” is the name of a new Equitable 
Life of Iowa monthly publication which 
will go to all members of the field or- 
ganization given leaves of absence to 
serve in the armed forces. It is of four- 
page, letterhead size form, printed by 
letterpress process, contains pen and 
ink sketches, and _ reproductions of 
kodak prints will be used. The text is 
informal and designed to inform serv- 
ice men of the activities, interests and 
general whereabouts of field associates 
now under arms. 


Keystone “Ad” Meetings 


Howard D. Shaw of Continental 
American, led a discussion of social 
security and direct mail at the June 
meeting of the Keystone Group of the 
Life Advertisers Association in Phila- 
delphia, while recruiting and conven- 
tions under war-time restrictions occu- 
pied the group in its July meeting. 








MAKE LIBERTY 
LAST FOREVER 


BUY 


UNITED STATES WAR 
BONDS AND STAMPS 


For the duration, Royal Neigh- 
bors of America will devote all of 
its advertising space to this one 
message, thus exemplifying patri- 
otic principles it has practiced for 
48 years. In defense of the home 
and family, the society provides 
sound legal reserve life insurance 
for women, men and children. 


ROYAL NEIGHBORS 
OF AMERICA 


SUPREME OFFICE, ROCK ISLAND, ILL. 
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Latest Policy Changes 


The National Underwriter is the only weekly insurance newspaper 
providing its readers with important last minute policy and dividend 
changes. Compiled by John H. Rader, National Underwriter statistician, 
these weekly reports supplement the data contained in the Little Gem, 
published in April at $2.50 a copy, and the Unique Manual-Digest, 


published in June at $5 a copy. 





Penn Mutual's Juvenile 
Plans in N. Y. and N. J. 


Penn Mutual is now writing insur- 
ance on juveniles ages 0 to 16 in New 
York and New Jersey. The premiums, 
values, etc., ages 0 to 9 inclusive differ 
from those "applicable in other states be- 
cause different graded amounts of in- 
surance are provided prior to the policy 
anniversary nearest the insured’s tenth 
birthday. Ages 10 to 16 inclusive are 
the same as for other states. 

In New Jersey the death benefit for 
ages under 1 year is $100 the first and 
second policy years and $100 for each 
year thereafter with ultimate amount of 
$1,000 payable the 11th policy year; for 
ages 1 to 9 inclusive, death benefit is 
$100 for each year of age. In New 
York, the death benefit is $100 for each 
year of age the first four policy years, 
remaining at $400 until insured reaches 
his 10th birthday, at which time the ul- 
timate amount is payable. 

Plans of insurance written are: Ages 
0 to 4 inclusive, 20-payment life, 30-pay- 
ment life, endowment age 18 and 20- 
year endowment; ages 5 to 9 inclusive, 
ordinary life, 20-payment life, 380-pay- 
ment life and 20-year endowment; ages 
10 to 16 inclusive, all forms of life, en- 
dowment and retirement income regu- 
larly issued by the company. 


Rates for the two states are shown 


below: 

—Ne Ww - ork—— —New Jersey— 

20 20 20 
Ord. ce: Year Ord. Pay. Year 
Life Life : - <i ox = 

ye D $ s 
ABe OF Boe acer sees 21.80 45.50 
1 wee. 21.58 45.58 woee 21.42 45.39 
2 .o+- 21.41 45.40 weee 21,83 45.88 
3 eee. 21.37 45.29 osc Bele 46,14 
4 oeee 21.42 45.22 be 22.41 46.33 
5 13.08 21.66 45.34 13.70 22.69 46.49 
6 13.35 22.05 45.59 13.94 23.00 46.65 
7 13.69 22.51 45.91 14.18 23.31 46.81 
8 14.06 23.06 46.31 14.43 23.64 46.97 
9 14.49 23.65 46.76 14.69 23.96 47.10 


Single Premium Cash Values 


The new Reliance Life rates for sin- 
gle premium life non-participating con- 
tracts were shown in the June 25 edi- 
tion. Herewith are given as well the 
cash values at the end of each of the 
first five policy years at quinquennial 
The non-par single premium life 


ages. 
rates and cash values have been in- 
creased. 


The immediate annuity rates of Reli- 
ance Life are now on the same basis 
as Tables 13 and 15 of the 1943 Unique 
Manual Digest and Tables 27 and 29 of 
the Little Gem Life Chart. 

Cash V alue ’ sai ofy ear 





Age 1 2 5 
16 $314 $328 $332 $337 $341 
15 332 347 354 359 364 
20 353 370 379 384 390 
25 378 396 407 414 424 
30 405 425 440 451 463 
35 437 458 477 493 507 
40 472 496 518 5386 550 
45 512 5388 564 583 597 
50 556 583 614 633 648 
55 601 631 665 684 700 
60 648 679 716 7385 750 
65 693 725 765 784 798 


Virginia Life & Casualty 
Has Premium Rate Increase 


A premium rate increase is reflected 
in the new rate book of Virginia Life 
& Casualty. Non-forfeiture values re- 
main unchanged. The increased cost 
in premiums ranges from 52 cents at 
age 20, ordinary life, to more than $4 
at a few ages on some of the endow- 
ment forms. Sample rates on popular 
plans are shown in the table herewith. 


Intermediate $500 insurance was dis- 
continued until further notice. The 
whole life plan may be written on the 
monthly basis and the company plans 
to place other policy forms on _ the 
monthly basis in the near future. 

This company writes non-participat- 
ing insurance cn the ordinary and in- 
dustrial bases and has approximately 
$16,000,000 insurance in force. It is 
licensed in the District of Columbia 
and Virginia. 





Juvenile 

Insurance 

20 20 End. 20 20 

Ord. Pay. Year Age Pay. Year 
Life Life End. 65 Life End 
Age $ $ $ $ Age $ $ 
10 ee. 19.86 44.09 13.39 0 18.07 42. 
15 coos woa00 44,30 15.10 12 17-71 4255 
20 14.45 23.50 44.50 17.35 2 18.00 43. 
25 16.37 25.71 44.69 20.27 3 18.28 43. 
30 =18.89 28.39 45.04 24.28 4 18.51 4¢ 

35 22.22 31.74 45.84 29.68 5 18.71 43.67 

40 26.64 35.94 47.31 37.59 6 18.97 43.77 

45 82.47 41.19 49.81 49.81 7 19.18 43.88 

50 40.20 47.87 53.82 68.70 8 19.40 43.97 

55 50.47 56.53 60.06106.2 9 19.61 44.04 


Great Southern Offers 
Deferred Annuity Form 


A deferred annuity to age 70 has been 
introduced by Great Southern Life. 
This is an annual premium deferred an- 
nuity maturing at age 70. The annuit- 
ant has the option at any time begin- 
ning with end of second policy year of 
using cash value to provide a monthly 
annuity in accordance with any of the 
company’s regular modes of settlement. 
Death benefit, prior to maturity, is re- 
turn of premiums paid or cash value, 
whichever is greater. Monthly life in- 
come, guaranteed for 120 months, per 
$100 annual premium, is shown below 
for maturity age 70 and optional in- 
comes at ages 60 and 65: 





Income ee Income 

at 60 at 6 at 70 
Age Fe- Fe- Fe- 
at Male male Male male Male male 

Issue $ $ $ $ 
14 64.93 58.11 85.72 76.93 
2 52.37 46.87 69.88 62.72 
25 43.22 38.68 58.386 52.38 
30 35.14 31.45 48.17 43.23 
3 33.64 30.11 46.28 41.54 
32 32.18 28.80 44.43 39.88 
33 30.75 27.52 42.63 38.26 
34 9.36 26.28 40.87 36.69 
35 ‘ 3.00 25.06 39.16 35.15 
36 «1 3.67 23.87 37.49 33.65 
37 1 38 22.71 35.86 32.19 
3% 16.: 12 21.59 34.26 30.75 
39 15.3 2.89 20.49 32.71 29.36 
40 14, -69 19.41 31.20 28.00 
41 13. -51 18.36 29.72 26.67 
42 12.6 9.37 17.33 28.28 25.38 
3 11.7 18.25 16.33 26.87 24.12 
44 10.85 17.16 15.36 25.50 22.88 
5 10. 16.10 14.41 24.16 21.68 
46 9. 15.12 13.53 22.92 20.57 
7 8. 14.11 12.62 21.64 19.42 
48 7.6 13.12 11.74 20.39 18.3 
49 6.9 12.15 10.88 19.18 17.21 
50 6. 11.27 10.08 18.06 16.21 
51 5. 10.385 9.26 16.89 15.16 
52 4. 9.45 8.46 15.77 14.15 
53 4. 8.63 7.7 14.73 13.22 
54 3. 7.77 6.96 13.65 12.25 
55 2. 6.94 6.22 12.61 11.31 





Seaboard Life Adopts 
3°% Reserve Basis 


Non-participating rates of Seaboard 
Life of Houston are now on the 3% re- 
serve basis, Illinois Standard. Many of 
the less popular policies have been 
dropped from the new rate book, but 
approximately 20 different policy forms 
are available for adult risks and five 
plans are issued to juveniles. The pol- 
icy contracts run from low premium 
policies in the form of several term con- 
tracts through preferred risk and retire- 


ment income plans. Rates at sample 
ages on the more popular plans are: 


Pref. 20 *Ret. 

Risk End. Pay. End. Ann. 10 

Ord. Age End. Age Bond Year 

Life 85 85 65 at60 Term 
Age $ $ $ $ $ $ 
10 12.15 12.57 22.38 14.36 ecates | erersts 
15 13.29 8.79 23.89 i621 26:78 ss 
20 14.72 15.31 25.68 18.32 $31.92 8.12 
25 16.51 17.29 27.85 21.81 38.83 8.35 
30 18.79 19.81 30.44 25.28 48.41 8.70 
35 21.74 23.13 33.63 30.84 62.35 9.65 
40 25.88 27.57 37.63 39.06 84.07 11.58 
45 31.46 33.40 42.60 .... 119.21 14.95 
50 39.11 41.17 49.01 " cee BO0cae 
55 49.67 51.65 57.52 . 28.81 
6 64.43 66.60 sists sa:8i6) 1 ewes 

*Provides — 50 "monthly life income. 


SALES MEETS — 


Refresher Schools 
Are Being Held 


“Refresher” conferences are being 
held at the request of Mutual Benefit 
general agents who attended the man- 
agement schools in 1941 and 1942, to re- 
view current results and the work ac- 
complished since the schools, as well as 
to discuss present problems and the ap- 
plication thereto of the principles of op- 
eration developed at the schools. 

Such schools are part of the program 
to raise the level of effectiveness of 
agency management. The curriculum in- 
cludes study and discussion of all phases 
of a general agent’s job as well as group 
and individual conferences with mem- 
bers of the home office staff on particu- 
lar subjects. The home office staff tak- 
ing part in the conferences includes: H. 
G. Kenagy, superintendent of agencies, 
G. Franklin Ream and B. C. Thurman, 
assistant superintendents of agencies, 
and Harold A. Smith, whose work is re- 
lated to the financial progress of agen- 
cies. 

The eastern group met in June. The 
middle western group will gather at the 
Edgewater Beach Hotel, Chicago, July 
19-22, and the third conference will be 
at Hot Springs, Va., in October. 

The Mutual Benefit did not hold its 
regular meeting for general agents this 
year, but in these three meetings the 
majority of its general agents will have 
an opportunity to get a clearer perspec- 
tive of their jobs and to give and get 
more specific study and help on present 
problems than would be possible at a 
shorter, full meeting of general agents. 
Agencies not included in the three 
groups are being visited individually in- 
sofar as travel and time schedules per- 
mit. 





Conrey Agency Congress 


Celebrates Record 

The Kenneth W. Conrey agency of 
Penn Mutual Life in Pittsburgh is 20% 
ahead of quota for the first six months 
and leads all other agencies except the 
home office agency, General Agent Con- 
rey reported to his associates at an all- 
day sales congress held in observation 
of anniversary month in the agency. The 
meeting was attended by all associates 
and in the evening representatives and 
their wives were Mr. Conrey’s guests at 
a dinner-dance. 

E. Paul Huttinger, second vice-presi- 
dent of Penn Mutual, and E. L. Reiley, 
Cleveland general agent, addressed the 
congress. 

Special awards were made to these 
agents for production performance in 
June: L. G. Schryver, W. J. Wright, D. 
C. Blackwood, John Akers, and Tom 
Walters, all of Pittsburgh; and Homer 
Biddle, Altoona, and Harry Miller, But- 
ler. June was one of the biggest months 
in paid life volume in the last two 
years. 


B. M. A. Agents in Northern 
California Hold Session 


seg . , 
Business Men’s 
northern California, 


Assurance agents from 
under J. P. Bald- 


win, vice-president and manager, met in 
San Francisco. 

V. T. Grant, president commented on 
the 50% increase in company business 
on the Pacific Coast this year. Sale 
of insurance by private companies has 
been greatly assisted by the govern- 
ment’s recommndation that even service 
men with no dependents should: own 
at least $10,000 of National Service Life 
Insurance, he said. 

J. I. Sanders discussed the sale of 
insurance based on tax savings and the 
use of advance premium payments. C. M. 
Gulick, district manager at Oakland, 
told of his plan of automatic prospect- 
ing through the use of systematic 
record-keeping. J. W. Sayler, assistant 
to the vice-president, discussed sales 
methods being used effectively in other 
parts of the country. 

Lt. (j.g.) Jack R. Morris, director of 
sales promotion, now in the navy, and 
Lt. S. W. Fickle, Jr., of the home office 
sales department, now in the army air 
corps, both of whom are stationed in 
northern California, attended some of 
the sessions. 


Detroit Agents Hold Parley 
President Charles E. Becker of Frank- 


lin Life conducted a meeting with 
agents in Detroit and northern Michi- 


gan. He was accompanied by Vice- 
president W. J. Hiller and B. J. Sette- 
gast, assistant to the president. M. E. 
O’Brien, the Detroit general agent, is 
enjoying a very successful year. 


John Hancock Indiana Rally 


The annual field club meeting for 
leading Indiana producers of John 
Hancock Mutual Life under Dan W. 


Flickinger, general agent, was held at 
Stony Ridge Hotel, Lake Tippecanoe, 


July 12-14. 
Milton Elrod, Jr. attorney and_ tax 
counsel, who is secretary of the Indi- 


anapolis Life Insurance & Trust Coun- 
cil and executive secretary of the In- 
diana Insurance [Tederation, was_ the 
chief speaker. 


Equitable Conference at Elmira 


More than 60 delegates from the 
Equitable Society agencies of Paul 
Diehl, Allentown, Dean H. Taylor, 
Buffalo; Robert H. Kroemer, Rochester, 
and Harold C. Nolting, Syracuse, at- 
tended a three-day educational confer- 
ence at Elmira, N. Y 

The home office was represented by 
Vice-president Vance L. Bushnell, 
Stuart A. Monroe of the legal depart- 
ment and Arthur B. Shepard, Jr., of 
the group department. Two general 
sessions were held and afternoon forums 
were conducted on pension trusts and 
selling the farmers. 

Dean H. Taylor 
man. 


was general chair- 


To Have Simultaneous Meetings 


Equitable Life of Iowa has 60 gen- 
eral agencies in the country and all will 
simultaneously hold agency conferences 
July 23-25. Some will have meetings 
at the agency headquarters and others 
will provide a more distant place of 
meeting. Therefore there will be no 
general agency oe this year. 
The company shows a 41% increase in 
new business over last year. 


Continental Assurance Rally 


The Continental Assurance will hold 
its annual agency convention at the 
Drake. Hotel, Chicago, Aug. 11-13. The 
general agents and managers will meet 
Aug. 11 and the 1-2-0 Club and the 2-5-0 
Club will meet the last two days. There 
will be no special trip for the 2-5-0 
Club this year. Both clubs will partici- 
pate in the meeting which will be a 
sales convention. 








Read on Teachers Retirement Board 


Commissioner Jess G. Read _ has 
been appointed one of the trustees to 
administer the teachers’ retirement 
benefit law passed by the 1943 Okla- 
homa legislature. 
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ACCIDENT 


Godfrey M. Day Advanced 
by Connecticut General 


Day, 
claim 


Gen- 





Godfrey M. assistant man- 
ager of the 
Connecticut 

eral Life, has 
been elected as- 
sistant secretary 
of that depart- 
ment. His promo- 
tion came at the 
same time_ that 


Robert K. Met- 


department of 


calf, assistant sec- 
retary of the acci- 
dent department 

and manager of 
claim department, 
was elected secre- 
tary of the acci- 
dent and claim de- G. M. Day 
partments. 

Mr. Day, a_ graduate of Choate 
School in 1917, spent 18 months in 
France with the 101st machine gun 
battalion. After three years with a 
steel company he joined Connecticut 
General in 1923. He was appointed 


assistant manager of the claim depart- 
ment in 1925. Mr. Day was president of 
the International Claim Association last 
year and is chairman of the associa- 
tion’s war claims liaison board. 


Kirchberg Chicago A. &.H. 
Association President 


At the annual dinner of the Chicago 
Accident & Health Association, A. J. 
Kirchberg, Connecticut General Life, 
was elected president, in view of the fact 
that Charles J. Pohl, United States Fi- 
delity & Guaranty, who was selected for 
the presidency at the May meeting, was 
unwilling to accept that position. Mr. 
Kirchberg, who originally was slated for 
first vice-president, was then advanced 
to the top post. He has been very active 
in the Chicago association and has been 
a member of the official family for a 
number of years. 

Roy M. Jackson of W. A. Alexander 
& Co. was elected first vice-president; 
Fred T. Corby, Conkling, Price & Webb, 
second vice-president; Walter C. Kum- 
merow, Continental Casualty, treasurer, 
and Harold T. Roos, Globe Indemnity, 
secretary. 

Mr. Corby, who becomes second vice- 
president, previously had been selected 
as a director. No one was named to fill 
his place, so that there is now one va- 
cancy on the board. 


Hospital Groups Tax-Exempt 


COLUMBUS.—The Ohio supreme 
court has held that hospital service asso- 
ciations acting as agents for hospitals 
which are operated not for profit are not 
subject to the franchise tax levied on 
domestic insurance companies, although 
engaged in a business substantially 
amounting to insurance. The Cleveland 
Hospital Association sued Don Ebright, 


state treasurer. He was enjoined in 
lower courts from collecting the tax. 
[he court held that a section of the 


statutes specifically exempts the hospital 
service associations. 


RECORDS 


Business Men’s Assurance—A_base- 
ball contest celebrating its 34th anni- 
versary resulted in a record production 
in June, with a 17% increase for the 
first six months. i W. Tetley, San 
Diego, led for the month, Louis Haith, 
Kansas City, ranking second. The 
Portland office under E. M. Ward 
led all branch offices, with production 














30% greater than in any month since 
the office was established. 

Reliance Life—Its business written in 
June was $7,141,900, an increase of 57.9% 
over the similar month of last year. The 
new life insurance paid for totaled $5,- 
323,821, increase 74.2% over June, 1942. 
Insurance in force June 30 is $571,929,- 
166. 

Union Central Life—Paid for life in- 
surance during the first six months 
totaled $27,713,552. The record was 
made despite the fact that the field force 
has been depleted to the extent of about 
30%. The sales were 20.3% greater than 
for the last six months of 1942. 

Unity Life & Accident of Syracuse, 
received more a $500,000 in new life 
business July This was the opening 
day of the A Aa July special business 
effort. 

State Mutual—With 35 of its first 40 
agencies showing gains in paid for busi- 


ness June, it recorded a 66.74% in- 
crease over June, 1942, and raised to 
18.68% its increase for the first six 
months, After ending January with a 


paid for deficit of 50% as against Janu- 
ary last year, it has rolled up five 
monthly gains in a row, June’s gain be- 
ing the largest of the five. 

Leading for the month is the G. 
Young office, New York City, while 
honors for the first half of 1943 go to 
the Joe C. Caperton office, Chicago, with 
New York (Young) and the Jeff Gros 
Agency, Memphis, close runners-up. 

Another gain in paid for is anticipated 
in July because of the record volume of 
business submitted in the 47 days end- 
ing June 30, during a contest period 
honoring President G, A. White on his 
47th birthday. 

The company has announced that bus- 
iness submitted during June alone makes 
that month, with two exceptions, the 
largest in 53 months. It is also the larg- 
est June business since 1931, and is a 
gain of 88.62 over June, 1942. 

Connecticut Mutual Life—New paid- 
for life insurance sales are 12.7% ahead 
for the first six months as compared 
with the same period last year. Total 
sales amounted to $56,978,869, a gain of 
$6,406,707. 

Insurance in force is $1,199,625,000, a 


gain of $33,451,000 since the first of the 
year. 

National Life, Vt—Sales in June 
gained 55.39% as compared with June, 
1942. With the large gain for June, 
the minus signs of January, February 


and March have all been wiped out to 
the extent that the entire six-months’ 
period now shows a plus of 2%, and the 
insurance in force, which gained $3,218,- 
818 during June, is now at a total of 
$627,192,477. 

The Franklin Life made an asset gain 
of 46% during the first half of this year, 
as compared with the same period of 
1942. This expansion brings total assets 
in excess of $55,000,000,000—increase of 
nearly $16,000,000 in the last three and 
a half years. New issued business dur- 
ing the first six months totaled $13,760,- 
159, which is 16% greater than the vol- 
ume produced during the first half of 
last year. Over the six-month period, 
insurance in force showed an increase 
of $5,428,000 bringing total to almost 
$237,000,000. 


First year premium income for the 
half year amounted to $722,880—41% 


higher than during the six months end- 
ing June 30 last year. First year lapses 
showed a remarkable decrease of almost 
60%. 

was ‘“Presi- 
honoring President E. B. 
Raub. A quota of $2,250,000 was set 
and this was exceeded by more than 
$100,000. It showed a gain of over $200,- 
000 over the same month last year. 
Assets now exceed $32,000,000, with a 
surplus of over $2,000,000. Approxi- 
mately $130,000,000 of insurance is now 
in force. 

The lapse ratio this year has been 
slightly higher than average due 
to the payment of one or two fairly 
large death claims. Aside from the 
home office property there remains but 


Indianapolis Life——May 
dent’s Month,” 


$520,000 in real estate in the portfolio 
or 14% of the total. 

Federal Life—During June, which is 
traditionally designated as Cavanaugh 
Month-in honor of the birthday anniver- 
sary of President L. D. Cavanaugh, 
over $4,000,000 of ordinary and group 
business was written in the life depart- 
ment and in the A. & H., new business 
over 200% of that produced in June a 
year ago. These records have not been 
excelled in either department for many 
years. 

Equitable, —New paid business 
volume in June was 39.9% greater than 
in June, 1942, and made the greatest 
June in nine years and the seventh suc- 
cessive month of substantial gains in 
new business. Paid volume for the 
first six months is at the peak since 
1935, with increase of 41.9% over the 
same period in 1942. 


Life insurance rose $2,732,036 in 
June, total increase for the first half 
year being $11,759,789 and total in force 
$646,192,802. New business volume in 
June originated from agencies located 
in all sections of the company’s territory, 
25 agencies ranging from $100,000 to 


$400,000. Leading agencies in June were 
Los Angeles, Seattle, New York city, 
Wichita, Detroit and Portland. Per- 


sonal production leaders for the year to 
date are R. H. Sheldon, Los Angeles; 
A. F. Mason and H. J. Miller, Phila- 
delphia; L. N. Lefebvre, Portland, and 
J. M. Utter, Seattle. The first three 
agents each had paid for more than 
$1,000,000 of new business as of June 30. 


American Mutual Life—Paid business 
in June was the largest for any pete 
this year, with a 92% gain over June, 
1942. Paid production for the first six 
months was 27% ahead of last year. 

Bankers National Life—New paid 
business in June was 40% greater than 
that of June, 1942, and the gain in 
issued business was 50%. This record 
was accomplished in spite of the fact 
that June of 1942 was also an outstand- 
ing month, it being the last month in 
which the agents were able to offer the 
31%4%_ policies. 

Security Life & Accident—Life insur- 
ance written the first six months was 
10% ahead of the same period last year. 
Accident and health business gained 
15144%. 


Jefferson Standard — Insurance in 


force gained $14,573,461 for the first 
six months. This is the largest gain 
for any similar preceding period since 


1920, and brings the total to $485,000,- 
000. 

New paid business amounted to $25,- 
446,249 which is an increase of 6% over 
1942. Paid business for June showed 
an increase of 57% over June, 1942. 

The total business lapsing was $2,- 
000,000 less than in 1942, and $3,000,000 
less than in 1941 and 1940. The per- 
centage of business lapsing is showing a 
steady downward trend. 

Based on the present rate of gain, the 
insurance in force will reach the $500,- 
000,000 objective by the end of the year. 

Volunteer State Life—In the first 
half of 1943, new business paid for ex- 
ceeded that of the parallel period last 
year by 31%. 

June was designated as Cecil Woods 
month to enable the field organization 
to pay tribute in new business to Presi- 
dent Cecil Woods. The agency’s new 
paid volume in the month exceeded that 
of the same month in 1942 by 11%. 

Scranton Life—Paid business to July 
1 is slightly in excess of the same period 
of last year, Insurance in force exceeds 
the comparable figure of 1942 by more 
than $600,000. 





ne: 99% Take siete 


Nearly 99% Zo of new inductees are tak- 
ing the maximum amount of National 
Service Life Insurance, according to 
Lieut.-Col. Joseph O’Brien, who is in 
charge of the army life insurance for the 
adjutant general’s department in Wash- 
ington. He states that the total service 
life insurance now on the books is $68,- 
000,000,000. 
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ewe Rested 
Regulations Issued 


(CONTINUED FROM PAGE 1) 
many months. The plans which most 
often raise the question of discrimina- 
tion are those written to cover only em- 
ployes whose annual earnings are in ex- 
cess of a stipulated amount, usually 

3,000. This type of plan is an out- 
growth of the last few years. It in- 
cludes only a small minority of all 
plans. Its development has in large 
part coincided with the high tax rates 
in effect since 1939. Because of a ten- 
dency to increase in number, because 
eligibility depends on how much an em- 
ploye earns, and because almost invari- 
ably a very small percentage of the to- 
tal employes will be covered, such plans 
must be closely examined, in view of 
the policy against discrimination. 

“While the $3,000 salary classification 
is not in ae forbidden by the statute 
nevertheless, it may well result in the 
forbidden types of discrimination. Re- 
garding the discrimination provisons, 
the law states in effect that the prohib- 
ited discriminations will not arise merely 
because in coverage, contributions and 
benefits, employes earning $3,000 per 
annum or less are excluded, if such em- 
ployes are covered by the social security 
program. It also provides that discrim- 
inations will not arise merely because 
the benefits paid upon annual earnings 
in excess of $3,000 differ from those paid 


upon earnings of $3,000 or less. More- 
over, it is specifically stated that dis- 
crimination Will not arise merely be- 
cause contributions and benefits are 


based on a uniform percentage of ‘earn- 
ings. The report of the committee on 
finance of the Senate on this portion of 
the 1942 law states that these provi- 
sions, together with the authority 
granted to the commissioner to approve 
non-discriminatory classifications not 
meeting the specified high percentage 
requirements as to coverage, were in- 
tended in part ‘to make it possible for 
plans supplementing the social security 
program to qualify.’ 


Reason for Distinctions 


“Tt is apparent that the reason for 
permitting these distinctions, as be- 
tween employes earning more than $3,- 
000 and those earning less, lies in the 
fact that social security provides bene- 
fits on all the earnings of the latter 
group. However, the propriety of this 
type of plan, in conjunction with the 
social security program, must be viewed 
in the light of the general policy of the 
law that the prohibited discriminatory 
effects must be avoided. In drafting 
regulations on this subject therefore, 
the task has been to establish the type 
of supplementation which is permitted 
by the law. 

“Tt is implicit in the reason for the 
exclusion of those earning $3,000 or less 
that if supplementation is not to favor 
the officers, stockholders, supervisory 
and highly paid employes included in 
the plan as against the lower paid em- 
ployes excluded, the supplementary 
benefits must be related to the benefits 
under social security. Accordingly, the 
regulations issued today adopt the basic 
rule that plans which exclude employes 
whose earnings are $3,000 a year or less 
must be integrated with social security 
in such manner that the total benefits 
received by employes covered by the 
plan (including their social security ben- 
efits), will not be proportionately 
greater than the benefits received under 
the social security act by employes earn- 
ing $3,000 or less. 

‘There have been issued, at the same 
time as the regulations, three rulings by 
the income tax unit of the Bureau of 
Internal Revenue specifically relating to 
the matter of discrimination in pension 
plans which adopt as a minimum eligi- 
bility requirement a salary of $3,000. 
These rulings indicate two examples of 
such plans which will be deemed to sat- 
isfy the requirements of the regulations 
concerning integration with the social 
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security program. The third deals with 
a plan which will not be deemed satis- 
factory in that respect. It is believed 
that publication of these rulings may 
prove helpful in connection with other 
plans of a similar nature. However, the 
principle of integration does not require 
any particular formula. It lends itself 
to expression in a variety of forms, any 
cne of which may prove equally satis- 
factory. Accordingly, each case may be 
considered on its merits without refer- 
ence to a preconceived form, with a view 
to determining whether it achieves sub- 
stantial integration.” 


Expect 5% Regulations 


Observers familiar with the subject of 
pension trusts as dealt with in the new 
regulations say that closely related to 
them will be other Treasury regulations 
dealing with provis ion that an employer er 
may pay life insurance premiums in an 
amount equivalent to 5% of an em- 
ploye’s salary without violating the wage 
stabilization order. Such observers ex- 
pect prompt issuance of the latter regu- 
lations. 

Pension retirement plans have gener- 
ally fallen into one of three groups or 
classes, according to these observers: 

1. The employer sets aside certain 
amounts regularly and builds up a fund 
to pension employes, usually at age 65. 
This fund is invested to produce income 
out of which pensions are paid. This is 
known as the self-insured plan. 

2. The employer er uses a group annuity 
plan, buying insurance to cover a group. 

3. The employer buys from an insur- 
ance company or companies an individ- 
ual policy on the life of each employe 
covered by the plan. Such policy is fre- 
quently known as a retirement income 
policy and carries with it insurance fea- 
tures. For example, under it, for each 
$10 monthly retirement income there 
may be $1,000 insurance. 

In all cases where the last type of 
plan has been used, says Lucien H. Mer- 
cier, pension trust attorney here, the 
Treasury and the court of tax appeals 
have ruled that whatever the cost of the 
insurance feature of the particular policy 
involved happened to be, that cost shall 
be deemed a salary payment to the em- 
ploye. The latter is required to ac- 
count for it in his income tax return 
and pay tax accordingly. 

Under this policy of the government, 
says Mr. Mercier, it would not be prac- 
ticable any longer to set up a pension 
plan using individual policies with in- 
surance features for employes because 
the amount contributed for such insur- 
ance would be deemed to be salary. 

Normally, it is said, the cost of such 
policies is somewhere between 4 and 
5% of the. employe’s salary. 

Regarding the 5% of salary provision 
officials indicate that they are not con- 
cerned with alleged discrimination be- 
tween employes or classes of employes 
or company officers. They are con- 
cerned, however, it is understood, lest, 
in the guise of insurance, the compensa- 
tion of individuals be increased in viola- 
tion of the national stabilization pro- 
gram. 


Text Is Given of New 
Pension Trust Rules 


(CONTINUED FROM PAGE 20) 


empt profit-sharing trust in 1942 $50,000. 
15% of the total compensation paid or 
accrued to the employes covered by the 
trust, not including the amounts con- 
tributed to the trust on behalf of such 
employes, for such year amounted to 
$150,000. For 1943, 15% of such compen- 
sation for such employes amounted to 
$125,000. The employer contributed $300,- 
000 to such a trust during that year. The 
amount deductible for 1943 is limited by 
section 23 (p) (1) (C) to $225,000; $125,- 
000 (amount equal to 15% of the com- 
pensation otherwise paid in 1943) plus 
$100,000 (amount carried forward from 
1942, which amount is not in excess of 
such 15% of such compensation). 

§ 19.238 (p) (1) (D)—1 Contributions of 
an employer under a plan that does not 
meet the requirements of section 165 
(a). Subparagraph (D) of section 23 (p) 
(1) covers all cases for which deduc- 
tions are allowable under section 23 (p) 








(1) but not allowable under subpara- 
graphs (A), (B), (C) or (F) of such 
section. No deduction is allowable un- 
der section 23 (p) (1) (D) for any con- 
tribution paid or accrued by an em- 
ployer under a stock bonus, pension, 
profit-sharing, or annuity plan, or for 


any compensation paid or accrued on ac- 
count of any employe under a plan de- 
ferring the receipt of such compensa- 
tion, except for the year when paid, and 
then only to the extent allowable under 
section 23 (p) (1). See § 19.23 (p) (1)— 
1. If payments are made under such a 
plan and the amounts are not deductible 
under the other subparagraphs of section 
23 (p) (1), they are deductible under 
subparagraph (D) to the extent that in- 
dividual employes’ rights to or derived 
from such employer’s contribution or 
such compensation are non-forfeitable 
at the time the contribution or compen- 
sation is paid. As to what constitutes 
nonforfeitable rights of an employe, see 
§ 19.165 (c)—1. If an amount is accrued 
but not paid during the taxable year, 
or if paid during the taxable year and 
the employes’ rights are forfeitable at 
the time the amount is paid, no deduc- 
tion will be allowed the employer for 
such amount for such taxable year. 

§ 19.23 (p) (1) (F)—1 Contributions 
of an employer to two or more employes’ 
trusts, or annuity plans. Subparagraph 
(F) of section 23 (p) (1) covers cases 
where an employer makes contributions 
during a taxable year beginning after 
December 31, 1941 either to (a) a pen- 
sion trust and a profit-sharing or stock 
bonus trust, or (b) a profit-sharing or 
stock bonus trust and under an annuity 
plan, or (¢c) both pension and _ profit- 
sharing or stock bonus trusts and under 
an annuity plan, and such contributions 


are made under a plan or plans that 
meet the requirements of section 165 
(a). It does not cover cases where an 
employer makes contributions to two or 
more pension trusts or to a_ pension 
trust and under an annuity plan or 
plans. In such cases deductions are de- 


termined under subparagraph (A) of 
section 23 (p) (1) is made under a plan 
that meets the requirements of section 
165 (a) or, if not meeting such require- 
ments, then under subparagraph (D) of 
such section. Neither is it applicable to 
a case where there are only two or more 
stock bonus or profit-sharing trusts. See 
§ 19.23 (p) (1) (C)—1. If no employe is 
a beneficiary under more than one trust, 
or a trust and an annuity plan, subpara- 
graph (F) is not applicable. 


* * * 


The amount deductible under 
graph (F) is limited to 25% of 
pensation otherwise paid or accrued 
during the taxable year to the employes 
covered by the plans. The term “com- 
pensation otherwise paid or accrued” 
means all of the compensation paid or 
accrued except that for which a deduc- 
tion is allowable under a plan that quali- 
fies under section 165 (a). If an em- 
ployer contributes an amount under 
such plans in a taxable year beginning 


subpara- 
the com- 


after Dec. 31, 1941 in excess of the 25% 
limitation, he shall be allowed deduc- 
tions for such excess in the succeeding 
years in order of time but limited in 
amount in any one year so that the total 
amount allowable under subparagraph 
(F) for any one taxable year shall not 
exceed 30% of the compensation other- 
wise paid or accrued during such tax- 


able year to the employes covered by the 
plans. For example, if an employer on 
the calendar year basis contributed dur- 
ing 1942 to pension and profit-sharing 
trusts amounts equal to 40% of the com- 
pensation otherwise paid employes cov- 
ered by the plans, and in 1943 con- 
tributed to such trusts an amount equal 


to 25% of such compensation, he would 
be allowed a deduction for 1943 for the 
excess for which no deduction was al- 


lowable for 1942 plus the amount other- 
wise allowable for 1943 in an aggregate 
amount not in excess of 30% of the com- 
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pensation otherwise paid such employes 
for 1943. If there remained a portion of 
such excess for which no deduction was 
allowable for 1943, such portion could 
be carried over to 1944 and succeeding 
taxable years, subject to the 30% limi- 


CHICAGO 


HARVEY NELSON AGENCY’S RECORD 

The Harvey O. Nelson agency of 
Equitable Life of Iowa in Chicago is 
making a notable record this year. Its 
new business shows an increase of more 
than 100% compared with the similar 
period last year. For instance, its six 
months new business amounted to $1,- 
440,000 as compared with $1,204,000 
written all last year. Manager Nelson 
has arranged for an agency outing and 
convention at Lake Lawn Hotel, Lake 
Delavan, Wis., July 23-25. The wives 
will be present making a company of 30 
or more. He will preside at the meet- 
ing and will award certificates to agents 
who made the best records during the 
contest period, and will give other 
prizes. However, all agents will be 
present at the convention. The company 
year book will also be distributed. The 
Equitable’s new sales material will be 
explained. The records of the six months 
will be reviewed. The Nelson agency 
stood 15th of the 60 agencies in the 
country a year ago and is now ninth. 
During next month there will be con- 
ducted the “Paint the Town Red in Au- 
gust” campaign. 














MISS DONAHUE HEADS CASHIERS 


Miss Anne C. Donahue, Stumes & 
Loeb agency Penn Mutual, is the new 
president of the Life Agency Cashiers 
Division of the Chicago Association of 
Life Underwriters. She succeeds Perry 
Ward, formerly New England Mutual, 
who is employed outside the life insur- 
ance business. James A. Shevlin, Pru- 
dential, is vice-president, and Miss E. D. 
Jones, Manhattan Life, secretary-treas- 


urer. 
WAC STATION DEDICATED 

The lobby of the Insurance Ex- 
change in Chicago Tuesday noon be- 


came a center of unusual activity due 


to the new WAC recruiting _ sta- 
tion being dedicated in the lobby. The 
chief attraction was Eddie Cantor, 


stage and radio comedian who acted as 
master of ceremonies. He stopped off 
on his way from New York to Holly- 
wood. The chief talk was made _ by 
Mayor Kelly. A number of lesser 
lights in the entertainment field spoke 
briefly. A military band furnished mu- 
sic. Second Officer Margaret Stewart, 
corps senior recruiting officer for IIli- 


nois, was in charge. All the WACS 
having headquarters in the building 
were present and some of the army 


and navy officers were on hand. 


KLEIN AGENCY FORGES 

The A. R. Klein agency of 
Life in Chicago, finished 5th in the 
standing of leading agencies for June. 
For the year to date, the agency is in 
15th place. Milton Perlman, a newcomer 
to the agency, ranked 6th in paid-for 
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2000 ROOMS, BATH AND RADIO 
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Design for Victory 


Field representatives of the Equitable Life of lowa are weaving a Design 
for Victory which is typically American 


More than fifteen per cent of those comprising the Equitable of Iowa's field 
force are now in the armed services Their contributions to the cause of Free- 
dom are self-evident 


A tull one hundred per cent of all Equitable of bir field representatives 
who are continuing to serve as Life Un derwriters are also doing their part, by 
extending the benefits and services of Life Insurance more effectively and 
aggressively than ever before "Let us not minimize the importance of their con- 
tributions Theirs is a very real responsibility in helping to preserve, through 
Life Insurance, the economic well-being of the home front 


Additionally, Eqn Lic is on the home front are selling War Bonds and 
Stamps; they are servin 1 draft boards, as air raid wardens, auxiliary police 
and in os other « he war effort and they are investing gener- 
ously of their e ania in . We ar Bonds 





That is the American way of waging all-out war .. orderly, voluntary, 
democratic Design for Victory which Hitler can neither pan srstand, nor stop 
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THE HOME LIFE INSURANCE COMPANY 


OF AMERICA 
PROTECTS THE ENTIRE FAMILY 


Home Life agents are equipped to serve every need for life insurance. 
Modern policies are issued, on both Industrial and Ordinary plans, from birth 
to 64 next birthday. 


OQ 


A POLICY FOR EVERY PURSE AND PURPOSE 


eee © Siemens 
Basil S. Walsh Bernard L. Connor Charles T. Chase 
PRESIDENT SECRETARY TREASURER 


Philadelphia, Penna. 














SHORT SHORT STORY 


Riders of the desert one night were ordered by a Genie to halt and 
gather each a handful of gravel, holding it until dawn. 

“Then you will be both glad and sorry”. 

At dawn each held not gravel, but sparkling precious stones. They 
were glad they heeded the Genie. sorry they had not scooped up 
more gravel. 

Your prospect will feel glad and sorry when you write his policy 
.. glad he invested what he did. ..sorry he didn’t invest more... 
NOW is the time to make him feel that way. 


Shenandoah Life Insurance Co., Ine. 


Roanoke, Virginia 
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CHICAGO ILLINOIS 


tasds Faithful as Old Faithful” 
A GENERAL AGENCY COMPANY 


STILL 3% RESERVES—STILL 3% SETTLEMENT 
OPTIONS 





TWO OUTSTANDING GENERAL AGENCY OP- 
PORTUNITIES AND A FEW DISTRICT AGENCY 
OPENINGS IN ILLINOIS AND IOWA 

THE AGRICULTURAL MIDW EST IS ENJOYING 
THE GREATEST PROSPERITY IN ALL ITS 
HISTORY. 


MEN WHO BELIEVE THEY HAVE GENERAL 
OR DISTRICT AGENCY QUALIFICATIONS MAY 
OBTAIN FULL PARTICULARS BY ADDRESSING 
THE AGENCY DEPARTMENT 


Nothing Beller in Life Insurance 

















ENJoy THE BEST FOOD In ST. LOUIS eee = = = 
AVAILABLE 


Actuary over draft age with excellent qualifi- 
cations and experience, seeks an opening pre- 
senting greater opportunities than his present 
connection. Address S-21, The National Under- 
writer, 175 W. Jackson Blvd., Chicago 4, Ill. 


























































ACTUAL SIZE—81/2x11—OVER 50 PAGES 


How Purchasers Are Using The Book 
1. For Individual and Group Study. The excellently 
compiled ‘‘Questionnaire’’ and ‘Standard Answers 
for Managers” are two adjuncts which have made 
this book extremely valuable for study purposes. 


A Handy Reference Book for an Underwriter’s 
Desk. Particularly useful because information is 
indexed and brief, yet all-inclusive. 


A Canvassing Document. The extent of the use of 
this book for convassing purposes has astonished 
us. This use has become so widespread that we have 
been requested to put out a separate edition elim- 
inating all reference to selling, so that the book 
can be loaned to prospects for Partnership Insurance 
without distracting the reader by the inclusion of any 
selling propaganda. 


PRICES + POSTAGE PAID 


Agents Edition Prospect’s Edition 
(EACH) (EACH) 
1 copy .. . $1.00 5 copies .....$ .50 
2 copies . : (Minimum order) 
5 copies ..... TOMCOHICS: i465 
10 copies ..... 25 copies ..... 
25 copies ..... 100 copies ..... 


100) copies ..... 
1 of each of the above books for $1.50 


A 


BEST 
Seller 


The first edition of this book was exhausted 
in three weeks, and we are now printing a 
second edition. The book thus becomes one 
of our best sellers in several years. 


Practical, Busy Men Like It! 
The text is brief, yet comprehensive. It con- 
tains no padding—only the essentials —in 
Up-To-Date Dehydrated Form. 


Who is Buying the Book? 
Large and small Agencies from all over the 
United States and Canada are purchasing 
this book in lots of 5 to 50. Companies are ordering quantities, one Agency Vice 
President writing us as follows: ‘‘It's what the field has sorely needed for a long time.” 


A Separate Edition for Canvassing Purposes Only 
In response to this demand, we are publishing not only 
the regular, complete, ‘Agent's Edition’’ announced in 
May, but also a ‘‘Prospect’s Edition’’ from which all sell- 
ing material has been eliminated. 


This document can now be loaned to partners to be 
read at home, thus saving valuable time during 
business hours, and permitting the Agent to call 
back, to pick up the book, and to discuss further 
the problems involved in the liquidation of partner- 
ship interests. 


Here Is Something That We Unreservedly Recommend! 
The prices are moderate, as indicated below: and the 
opportunity of adding substantially to present Life In- 
surance sales is very great indeed. 





wees, 


THE DIAMOND LIFE BULLETINS 


420 East Fourth Street Cincinnati, Ohio 


Please send me 
copies of H. P. Gravengaard’s new book, ‘‘Part- 


nerships and Life Insurance’’, Agent's Edition @———___ 
each. Include free with each copy a combination Study 
Guide and Cyiz Sheet. 


copies of the Prospect's Edition @ _—____ each. 
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